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Hedge funds feel pressure with August results

By Sam Jones in London
Published: September 6 2010 22:31 | Last updated: September 6 2010 22:31 Financial Times

Hedge fund managers are facing growing pressure to deliver strong performance in the last four months of the
year after yet another month of mixed results.

While August was, on average, a positive month for the industry, several big-name managers struggled to gain
traction, with many more under pressure to ramp up the level of risk in their portfolios to boost year-end
numbers, according to brokers.

The average hedge fund returned 0.17 per cent in August, according to preliminary month-end numbers from
Hedge Fund Research.

The average fund was up 1.29 per cent this year until the end of July, according to confirmed HFR figures.

Among big-name funds, only a handful have shone, however, almost all thanks to a more bearish outlook on the
global economy.

The $1.7bn Autonomy Capital saw its global macro flagship fund, which aims to make money by trading on
global economic trends and events, return 0.71 per cent in August, bringing its year-to-date return to 21.3 per
cent.

The $700m Conquest macro fund, meanwhile, returned 10.96 per cent in August, bringing its year-to-date
return to 23.32 per cent, according to an investor in the fund.

In contrast, many of the industry’s largest and most prominent global macro players have struggled.

Brevan Howard, the $28bn hedge fund manager founded by Alan Howard, was flat through August, bringing its
year-to-date loss to just under 1 per cent.

Large managers have been particularly careful of directional trades in foreign exchange and bond markets that
have seen violent price movements in recent months.

Even more straightforward strategies have suffered. Equity long-short managers — which trade in the equity
markets — also had another tricky month on both sides of the Atlantic.

Odey Asset Management’s European fund was down on the month 4.12 per cent as of 20 August, according to
an investor, bringing year-to-date performance for the UK manager to a loss of 12.5 per cent.

In the US, the Viking Global Equities fund was down 0.85 per cent for the month as of August 20.

The Man Group’s $21bn AHL fund returned 6.2 per cent in August, while Winton Capital saw its flagship
computer-driven fund return 4.33 per cent.

Copyright The Financial Times Limited 2010. Print a single copy of this article for personal use. Contact us if
you wish to print more to distribute to others.
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Conquest (STAR UCITS)

August 2017 - Performance Award - Financial/Metals Traders Managing More Than $10M Ranked By Net Return
October 2018 - Performance Award - Financial/Metals Traders Managing More Than $10M Ranked By Net Return
December 2018 - Performance Award - Financial/Metals Traders Managing More Than $10M Ranked By Net Return

Conquest Capital (STAR)

October 2018 - Performance Award - Diversified Traders Managing More Than $10M Ranked By Net Return
October 2018 - Performance Award - Short Term Ranked By Net Return

December 2018 - Performance Award - CTAs Managing More Than $10M Ranked By Net Return

December 2018 - Performance Award - Diversified Traders Managing More Than $10M Ranked By Net Return
December 2018 - Performance Award - Short Term Ranked By Net Return

December 2018 - Performance Award - Systematic Traders Ranked By Net Return
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Why Success Is Much Harder Now for Hedge
Fund Managers

fCNBC

« Topics:
o Private Equity & Hedge Funds

On Wednesday August 18, 2010, 5:16 pm EDT

To many hedge-fund managers, news that Stanley Druckenmiller was quitting the business symbolized
the difficulty of chasing returns in such a volatile market environment.

After a wildly successful three-decade tenure running the $12 billion hedge fund Duquesne Capital
Management, Druckenmiller announced his retirement on Wednesday.

In an emotionally charged letter to his investors, Druckenmiller, 57, said that while "there can hardly have
been a luckier person in the world" than he, "the stress of performing in a way that I consider to be
disappointing” and amid such choppy market conditions has taken a "high emotional toll."

As a result, he added, "this change is necessary."

Druckenmiller plans to shutter the fund in February, said a person familiar with the matter, and the name
Duquesne will not live on under new management.

Druckenmiller, who was known for his bold bets, famously bet in 1992 that the British pound would be
devalued, making about $1 billion for his boss at the time, fund manager George Soros, in the process.

The Duquesne founder's exit is "a loss for the hedge fund industry," wrote Marc Malek, who runs the
New York-based Conquest Capital, which manages about $750 million, in an e-mail.

"The great ones are going one after the other," he added, "and we are left with a majority of levered beta
players pretending to be hedge funds."

Since its founding in 1980, Duquesne never had a down year, according to the investor letter, a track
record Druckenmiller hopes "will continue™ in 2010.

But with a seesawing US stock market, a volatile currency market in which the euro has lurched down
more than 10% against the dollar, and a continuing risk aversion among many investors that has led to
light volumes, that may be a difficult goal to meet.

Still, some of Duquesne's investors appeared to be a bit more sanguine.

Saying there was "no animosity" toward Druckenmiller for his decision, one investor in the fund
company's roughly 100-client base pointed out that "he's made everyone in the club a [ton] of money."

After so many years in the business, the investor added, Druckenmiller's desire to step down should not
have come as a surprise.

"His investor base should have nothing to say to him," added the investor, "but thank you and good luck."



Fund bears lead the pack in volatile markets

By Sam Jones in London
Published: July 19 2010 22:58 | Last updated: July 19 2010 22:58 Financial Times

Bearish hedge fund managers are making their biggest gains since the collapse of Lehman Brothers.

Only a handful of hedge fund managers have made money in May and June, when many of the industry’s
biggest names were caught out by a sharp rise in market volatility.

Autonomy Capital, the $1.7bn macro fund run by former Lehman trader Robert Gibbins, is up 17 per cent
so far this year, according to an investor in the fund. The fund has profited from short positions against
the euro and European sovereign credit.

Other large funds to have done well include the $7bn BlueCrest Capital International, the flagship fund
of London-based BlueCrest, run by former JPMorgan trader Mike Platt. The fund, which focuses on
trading fixed income, was up 10.16 per cent as at 9 July, thanks largely to its bearish positions in
sovereign credit. Mr Platt was not a believer in the global economic recovery, said a person familiar with
the fund.

The $500m Conquest macro fund was up 22 per cent as at the end of
June thanks to its bearish outlook, though it has given back around 7
percentage points this month.

GLG Partners’ $160m macro fund was another winner, up 8 per cent in May
alone thanks to short positions against so-called commaodity currencies
including the Australian and Canadian dollars.

Q Click for full graphic

The average hedge fund lost money in both May and June, according to Hedge
Fund Research and is down 0.21 per cent so far this year.

Macro funds — which aim to profit from shifts in the global economy — have been among the most
disappointing performers. The average macro hedge fund is down 1.16 per cent so far this year, in spite
of some of the biggest market opportunities in decades, according to traders.

Big macro funds such as Brevan Howard, Tudor Investment and Moore Capital have all seen lackluster or
negative returns. Brevan Howard, which manages $27bn and is Europe’s biggest hedge fund, is up 1.39 per
cent so far this year, according to an investor after returns of 1.31 per cent in June.

Only dedicated short sellers — funds that only bet on falling prices — have fared well in May and June. On
average, they returned 3.6 per cent in June and 7 per cent in May amid declines in stock markets in Europe
and the US. The strategy is still down 3.35 per cent on the year, however, and many managers have yet to
make back losses suffered in 2009.

CNBC Videos

Airtime: Wed. Jul. 72010 | 10:11 AM ET

A top petforming hedge fund manager in June talking to CNBC about his investment playbook, with CNBC's Kate Kelly.
http://www.cnbc.com/id/15840232?play=1&video=1539113948

Airtime: Fri. Jul. 2 2010 | 12:22 PM ET
The Strategy Session crew takes a look at the best and the rest in the hedge fund space.
http://www.cnbc.com/id/15840232?video=1535931061&play=1
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FX MANAGERS

Marc H. Malek

Managing Partner at Conquest Capital
Group, Systematic Macro and FX Trading
US Firm

Explains Conquest’s short-term systematic trading
approach with a trend-following bias, and how the use of
several strategies and quantitative models can ensure
disciplined investment decisions.

Interview by JW Partners for FX Trader Magazine

INTERVIEW

Manager Conquest Capital Group
Strategy Conquest Macro FX
Location New York

Assets Under Management 660 mln Usd

Type Long Vol / Momentum
Style Fundam Systematic ental
Instruments OTC, FX Spot and Forwards
Australian Dollar, British Pound, Canadian Dollar, Euro,
Currencies

Krone, Swedish Krona

Japanese Yen, Swiss Franc, British Pound / Japanese Yen, Euro
/ Japanese Yen, Danish Krone,New Zealand Dollar, Norwegian

JW: Is FX a unique market? In what
trading currencies is different than
trading other financial instruments?

MM: FX is unique in that it has
historically been a 24-hour market
and is liquid at virtually any given
point in time, including periods
where exchanges are closed. This
difference creates a level of gap risk
that is not present in other markets.

Although the advent of 24-hour
electronic trading has changed the
landscape to some extent, other
instruments are still keyed off of
exchange trading hours and see
liquidity deteriorate during off-hours
periods. Moreover, because FX has
historically been a 24-hour market,
24- hour models built on past data are
more reliable because they are

trading FX as it has always been
traded as opposed to the manner in
which the market has evolved over the
past few years.

JW: When and why did you decide
to create Conquest created?

MM: Prior to launching Conquest I
ran Exotic Derivatives in FX at UBS as
well as FX Proprietary Trading for the
merged SBC/UBS bank in Europe and
the US. I built and managed
businesses in foreign exchange,
derivatives in the U.S, Europe and
Asia.  While  managing these
businesses it became clear to me that
emotions can end up playing a
negative role in trading decisions.
Most professional traders have clear
trade- entry algorithms in mind.

Certain events have to occur before a
trade is initiated. Typically, before the
trade is put on, the trader sets pre-
determined stop-loss and take-profit
levels. Inreality, however, most traders
let losses run beyond their stop-loss
and take profits too early. A system,
however, will execute the same trade
ideas without the risk of emotions
coming into play. If the trader has a
good strategy, a system will execute it
more efficiently.

Given our strategy however, we
were not just looking to create an
absolute return portfolio, but rather a
combination of absolute return and
portfolio hedge product. We desired
to create a product that would
produce significant returns during
systemic shocks such as 1998, 2002,
and 2008.
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FX MANAGERS

JW:how is the company structured
today? What are the key positions in
an FX Management company?

MM: Conquest Capital Group is
based in New York with a current
headcount of 12 people. As anyone
would suspect, our quantitative
research team is vital to the success
of our business. That being said, our
middle and back office and IT teams
keep the business running smoothly.
People often underestimate the
importance of these roles.

JW: Which authorities regulate
Conquest? Do you keep and update
procedure  manuals, and a
compliance and risk management
policy? how time consuming and
how important is it to satisfy
regulation requirements on one
side, and internal procedures on the
other?

MM: Conquest Capital LLC is
registered with the Commodity
Futures Trading Commission as both
a commodity trading advisor and a
commodity pool operator and is a
member of the National Futures
Association in such capacities.

We are very proud of the
compliance and risk management
policies and procedures that we
have instituted within Conquest. Our
internal documents such as our
Compliance  Manual, Employee
Manual, and Business Continuity and
Disaster Recovery Policy are
updated at least annually and all
members of the firm are required to
sign an affirmation to acknowledge
their understanding of the contents
contained therein. With the proper
policies in place, and the culture of
the firm established, we feel our
internal procedures and controls
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actually go above and beyond our
regulatory requirements. It is with
this proper foundation and culture
of compliance that makes ongoing

maintenance a  much  less
burdensome task and general
revisions and routine testing

become familiar aspects in our
ordinary course of business.

JW: how would you describe your
investment strategy?

MM: Conquest Macro FX is a short-
term systematic trading strategy
with a  trend-following bias.
Research has shown that new
information is not assimilated
instantaneously by all market
players. Prices move in “random
walks” with mean reversion in
trading ranges most of the time
when supply and demand are in
balance and trend the remaining
time due to supply and demand
imbalance as information is
absorbed in the market. Put more
simply, markets spend short periods
of time going to new trading
regions, and most of the time
consolidating in those regions. Some
factors that affect the existence of
trends are:

1) Information often comes out
gradually. For example, the state of
an economy is implied in a plethora
of economic statistics that come out
one at a time.

2) Monetary policy changes are
implemented incrementally rather
than in one large move.

3) Information might require
analytical processing, which is not
instantaneous.

Information inflow is continuous,
and so is the absorption process. As
more and more players react to
news and enter the market, the
market trends. The existence of

trends is verified by academic
research, which shows skewness,
kurtosis and auto-correlation beyond
what one would expect from the
random walk theory. however, it is
critical to apply disciplined risk
control when trading, as one cannot
know for sure when a trend is
starting or ending. Not all trades will
be profitable, but disciplined money
management will ensure that
drawdowns are kept to an acceptable
level while waiting for the next
profitable trend to start.

JW: how and when did you
develop your current FX
management strategy?

MM: The system has been trading
since May 1, 1999. however, the
composition of the program has
evolved over time as new systems
have been added and markets have
been adjusted.

JW: Risk, an exciting yet
dangerous word. how do you
manage it?

MM: Risk management is inherent
to our goal of maximizing the
average return divided bythe largest
cumulative drawdown.  After
creating a robust system and a well-
diversified portfolio that maximizes
our return relative to this largest
drawdown, we select our level of
exposure so that the maximum
hypothetical drawdown is well
below our acceptable real-time
drawdown level.

JW: Do you use a blend of
strategies for diversification?

MM: Conquest uses quantitative
models to ensure disciplined
investment decisions. In order to

maximize the diversification
benefits of the currencies traded,
Conquest uses several trading

strategies. Within each strategy, the
parameters are the same



for all currencies traded. Each
strategy takes advantage of trends
that occur in different time frames,
and works totally independently of
the other strategies. What is
considered trend-following in one
time frame is counter-trend in another
timeframe.

The first strategy exploits short-
term price/time/volatility
relationships. The strategy looks for
certain short- term price/volatility
relationships to enter the market.
Specifically, it takes advantage of low
market volatility points where one can
enter with a high reward potential (a
tight stop with low likelihood of being
stopped out due to market noise). The
second strategy looks to capture
market movements that constitute a
short-term trend. The third strategy
exploits counter-trend opportunities
within longer-term trends. The fourth
strategy

FX MANAGERS
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selectively captures risk premium

from the markets and is only
employed during risk-seeking
environments, which tend to exhibit
lower or depressed volatility over
extended periods.

JW: how do you think your
performance has been over time?
What market conditions could have a
positive or negative impact on it?

MM: Since our inception, Conquest
Macro FX has delivered on its
mandate to outperform in high
volatility environments. The program
hasproven to be a great diversifier for
almost all portfolios.

Short-term trends with
consolidation and  continuation
periods are most beneficial to our
systems. We expect to particularly
outperform the competition when
long-term trends reverse, as our
shorter-term systems are quick to
enter trades against long-term
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trends. We  will experience
difficulties in periods where a
directionless market has high

volatility on a daily basis.

JW: Do you use less mature
currencies?

MM: Wedo not. Liquidity is the first
and most important criterion in
selecting markets for the portfolio.

JW: Do you think some of the less
mature currency pairs are viable for
individual traders, who don’t have to
worry as much about huge liquidity?
Would you suggest to trade them?

MM: Each trading strategy is suited
to trading a different set of markets.
Our strategy is much more short-term
and thus demands that the
instruments traded are extremely
liquid. The inability to execute a trade
without significant slippage would
have a material effect on our
performance. If a strategy has a trade
horizon of 1-2 years,
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the universe of acceptable markets
would certainly be larger because a bad
fill would not ruin the profitability of a
trade. That said, as one begins to trade
less mature currency pairs, gap risksand
fast markets become much more likely.

JW: When developing strategies, how
do you allocate your time between
building entry signals, exit signals and
money management rules?

MM: We have found that every
strategy generates alpha in three ways:
entry criteria, exit criteria, and money
management. We tend to devote equal
attention to each of the three
components because each one is
essential.  however, each system will
have its own unique traits and
composition. Certain trading systems
will emphasize the entry signals and use
more generic exit strategies, others will
emphasize the latter. The important
consideration is that it is essential that
the strategy be robust and that the
model does what it is supposed to do.

JW:how much time do you allocate to
research and development of existing or
new strategies?

MM: We continuously attempt to
expand the number of systems and
markets without changing the core risk
parameters and return profile of the
program. In January 2002, we expanded
short-term trend-following and short-
term trading strategies, while eliminating
our long-term  trend-  following
strategies. We believe that long-term
trend-following returns are
commoditized and there is no alpha to
be derived in that space. Consequently,
we can achieve a higher Sharpe ratioby
being more short-term oriented.

In March 2005, we integrated two
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of our major research studies into the
design of Conquest Macro FX. These
studies covered the relationship
between short-term strategy returns and
market risk appetite. Conducted in
parallel, the studies produced two
significant conclusions:

1. The general risk appetite level
of the market environment can be
measured and that it tends to change
slowly over time.

2. Short-term trend-following
strategy returns provide conditional
long-volatility exposure (i.e. they exhibit
high correlations to the change in
volatility ~ when  volatility  rises
significantly but are only slightly
correlated to the change in volatility
when volatility rises slightly or declines).

Using the proprietary metric we
devised to measure market risk
aversion, our Conquest Risk Index, we
observed that market risk appetite was
quite high at the time. This period of
risk  accumulation  created  an
environment that would likely continue
to be unfavorable for Conquest Macro
FX’s long-volatility strategy. The latter
conclusion left us confident that we
could preserve our long-volatility profile
should there be a rise in volatility while
reducing the drag on Conquest Macro
FX’s returns. harnessing these two
effects led us to adjust Conquest Macro
to become a dynamic strategy allocating
risk based on the risk environment
among our sub-strategies.

In 2010, we improved the strategy
further by integrating our environmental
analysis with observations regarding
downside exposure. This refinement is
an extension of the research that led to
the 2005 strategy enhancement.
Whereas the prior enhancement

focused on the composition of the
portfolio but kept leverage more or less
constant, this enhancement adjusts
both the leverage and system
composition of the portfolio.

JW: Do you believe in ever-valid
rules, or every strategy loses its accuracy
sooner or later? have you ever found
strategies that come back into phase
after a long time in negative?

MM: I think the performance of
trend-followers over the past 30 years
suggests that trend-following has been a
fairly robust, if unspectacular strategy,
even with its drawdowns. Within our
strategy, we have models that been
trading since 2001 or earlier and are still
profitable. Models tend to fail for a
number of reasons, but here are five of
the most common:

1. 'They are over-optimized

2. They requite more liquidity
than is reasonably available in the market

3. They attempt to exploit market
behaviors that no longer exist

4. They attempt to exploit market
behaviors that occur infrequently

5. They have significant tail risks
Models that come back into phase
typically either work infrequently or
exhibit sufficiently large tail risks that
they are removed from trading. The risk
is that it is difficult to infer whether a
model will continue to generate gains
after a profitable run unless it is possible
to identify the factors that contribute to
its success and determine whether those
factors are present at any given time.

JW: Do you adjust to cope with new
market conditions?

MM: No, our system parameters
are not changed to meet market
conditions.



The systems are designed to adjust to
changing market conditions.

JW:Do you favor any particular time
frame in your strategies? What is your
average trade duration?

MM: Conquest Macro FX is a short-
term strategy with average trade
duration of 6 days. We believe that
long-term trend-following returns are
commoditized and there is no alpha to
be derived in that space. Consequently,
we can achieve a higher Sharpe ratio
by being more short-term oriented.

JW: What should an inexperienced
trader watch when choosing a time
frame?

MM: Each situation is specific, but
I can tell you that you should not trade
a strategy for which you do not have
the time or resources.

JW: What are your average and
maximum leverage levels?

MM: Our average margin-to-equity
ratio over the past five years has been
roughly 7.50% and has been below
25% more than 99% of the time over
the past five years

We maintain a strict margin limit of
33% to limit tail risk due to excessive
exposure and position concentration.
This limit is rarely even approached.

JW: how many execution brokers do
you use? how do you split execution
between electronic and voice?

MM: We use a wide variety of
counter-parties, certainly in double-
digits. The majority of our execution
is voice or agency execution, although
we use electronic execution for a
significant percentage of our market
orders.

JW: What historical data do you use in
developing your strategies?

MM: We have tested our current
strategy and market portfolio for the
periodbeginningwithjanuary1990.This
testing period is representative of a wide
range of market conditions, provides a
large enough sample size per system
and includes difficult trend-following
periods, such as 1994 and 1999.

JW: Which tools do you use in the
strategy development process?

MM: The strategies are programmed
using our own proprietary model
evaluation system and positions are
managed using our proprietary trade
generation and entry database. These
two databases read the same decision
code, so models developed in the
testing database translate directly to the
order generation database. We also use
an  “off-the-shelf”  package for
additional validation of the testing
results.

JW: how does liquidity impact the
efficiency of your strategies? have you
already explored to what AUM limit the
strategies would allow you to grow to?

MM: Short-term strategies are heavily
dependent on liquidity hence we restrict
our strategy to the most liquid currency
markets. Trade size does not grow
linearly with assets, however. We have
devoted a significant amount of
research to signal diversification and
have a large library of systems that have
been developed over time. With the
constant evolution of our trading
strategy, we have been able to diversify
the number and type of models we
trade.

I believe that the strategy can manage
at least $2 billion before there would be
any effect from trade size.

FX MANAGERS

JW: What is the single biggest
strength of your team? And is there
any particular advance that has taken
place since Conquest started that has
particularly benefited your trading?

MM: The biggest strength of the
team is the diversity in background
and experience that each person brings
to the table. Our two senior research
analysts both have trading and
execution experience. Our head trader
worked as a sell side options dealer.
Our COO has worked with a vatiety of
hedge funds at a large investment
bank.

The largest advance was the
development of the Conquest Risk
Aversion Index. The ability to quantify
risk appetite has made it possible for
us to allocate risk to our portfolio and
between  our  strategies  more
effectively.

JW: Can you give us your feeling
about the evolution of the EurUsd
over the next 6/12 months?

MM: The continued instability in
Europe and the departure from the
Euro as a reserve currency suggest
that parity to the Dollar is back on the
hotizon.

JW: What's the best advise you
would give to an individual trader and
to a semi-professional trader who
wants to enter the FX fund
management industry?

MM: It is a very exciting and
rewarding space. In general, the most
important criteria for a successful
trader are discipline with entry and
exits and the patience to let trades
come to you rather than chase them
or look for them. Overtrading and
poor discipline are the two most
common causes of losses and
blowups.
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Analysis: Hedge funds bank on a second-half jolt

Fri, Jul 9 2010

By Emily Chasan and Svea Herbst-Bayliss

NEW YORK/BOSTON (Reuters) - The first half of the year was a tumultuous one on Wall Street, but just going by the numbers it
was a ho-hum period for most hedge funds with many managers posting flat to slightly lower returns.

To date, the average hedge fund is down 1.45 percent, according to data released by Hennessee Group LLC on Thursday. But
compared to the 7.6 percent decline in the Standard & Poor's 500, the lackluster performance of the $1.6 trillion hedge fund industry
doesn't seem so shabby.

Still, for wealthy investors, pension funds and university endowments, all of which have come to expect hedge fund managers to
make money in both good and bad markets, simply posting smaller losses than a benchmark index may not cut it.

And that means in the second-half of the year the pressure will be on managers, many of whom are still trying to regain their
investors' confidence after a brutal 2008 that led to many fund liquidations, to end 2010 firmly in the black.

Even star managers like John Paulson whose investors celebrated his double digit returns in 2008 and 2007, may be feeling the
heat. This year, Paulson's flagship Paulson Advantage fund is down nearly 9 percent.

"A lot of funds rebounded last year from 2008, but if an investor is looking at them over a three-year-period and they are flat this year,
they're not making money," said Jayesh Punater, founder of Gravitas Technology, which provides financial services to hedge funds.

The fear for many managers is that if they can't turn things around in the second-half, investor redemption requests could surge in
December and reverse the trend of new money coming into the industry.

Already, investors have sent roughly $24 billion into hedge funds in the first five months of 2010, about the same amount they added
in the last four months of 2009, according to data from TrimTabs.

To be sure, hedge fund managers had to navigate their way around a lot of obstacles and unforeseen events in the first six-months
of the year.

Concerns about Europe's sovereign debt, the impact of financial regulatory reform on bank earnings, the potential for a double-dip
recession and the still unexplained reasons for the May 6 flash crash all have played havoc with various investing strategies. The
first-half has been a particularly rough one for funds focused on pro-growth, global macro and currency strategies.

"The noise quotient in the market has been very high this year and it is hard to make money when there is that amount of underlying
volatility," said Jason Bonanca, head of strategy and research for hedge fund MKP Capital Management in New York.

FLAT IS THE NEW UP (AGAIN)

But ultimately managers, who are often paid a 2 percent management fee and take 20 percent of annual profits, will have to justify
those high fees with returns to their investors, who might have made more in a bank account even in times of low interest rates.

"People who are flat are not going to be happy but given all the headwinds that you've seen this year, what's important is they
haven't lost their capital,” said Robin Lowe, head of equity hedge for the United States and Europe at Man Group (EMG.L: Quote,
Profile, Research). "This industry's about long term capital growth, and that also means capital preservation... If you are flat to slightly
positive on the year and indexes are down around 10 percent, that's a pretty good outcome."

WHAT WORKED
Still, some strategies have found positive territory.

Investors who bet on corporate debt have fared better than most, as fixed income funds were up 5.69 percent in the first half,
according to numbers released by the Hennessee Group.

Distressed investing also fared well in the first half of 2010, with distressed global security funds up 6.86 percent on average through
June, according to data from HSBC Private Bank.

But some experts feel those strategies have run their course and forecast that investors will put their money into other strategies,
favoring managers who select stocks, bet on big events like mergers and get the global bets on currencies and interest rates right.

"The hottest strategies right now are event driven, equity long short and global macro," said Carrie McCabe, who founded Lasair
Capital after running Blackstone Alternative Asset Management and FRM Americas.

While global macro funds on average are flat according to Hennessee, several macro-oriented funds have seen out-sized returns.

Autonomy Capital which oversees about $1 billion, is up 17 percent since January after gaining 3.6 percent in June, people familiar with
the fund's returns said. New York-based hedge fund Conquest Capital Group's macro fund is up more than 20 percent this year,
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"This is really a great time to be in macro -- this amount of imbalance is what generates returns over the long haul," said MKP's
Bonanca.

On the event-driven side, James Dinan's York Capital has gained roughly 25 percent over the last 12 months, people familiar with
the $14 billion New York-based fund's performance said. Part of the reason event oriented managers could deliver big gains in the
second half of the year is that world wide growth hasn't picked up as quickly as many had expected, leaving companies ready to
grow by acquisition.

INVESTORS TAKE A SECOND LOOK

In spite of the flat returns, demand for hedge funds has actually grown again since the financial crisis and is expected to pick up more
in the second half of the year and into early 2011, investors and industry analysts said.

"These days investors are asking themselves where do you put your money? Cash yields you nothing and real estate is not doing
particularly well either," said Lasair's McCabe. "That leaves stocks and hedge funds," she said.

As investors scout for investments, they will have plenty of new managers to choose from as a bevy of industry veterans are spinning
out of their old firms to launch their own.

"Quite a lot of managers are leaving their firms and going out on their own and at the banks a lot of people are concerned about the
Volcker role and hence are looking to open their own shops," Gravitas' Punater said, noting most recent launches have been in the
$100 million to $500 million range, while a handful of new managers have raised over $1 billion.

But the question remains how much money these relative newcomers will be able to raise. Some industry analysts said that in
uncertain times they would prefer to go with blue-chip managers who boast a longer track record and have weathered storms before.

"l like having money with people who have been through changing times before," McCabe said.
(Reporting by Emily Chasan and Svea Herbst-Bayliss)
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Ex-Perry Partner Hangs a Shingle

The former head of Perry Capital's European business has
opened his own hedge fund shop.

Daniel Goldring, who was a partner in Richard Perry's New
York firm, plans to launch along/short equity fund from his
recently established firm, called Elementum. The fund would
take a value approach to companies in the U.S. and Western
Europe.

Goldring spent five years in Perry's London office, where he
oversaw portfolio management, as well as business operations.
Joining him as a partner and portfolio manager at New York-
based Elementum is Ken Bauso, a former managing director at
Bear Stearns. Before Bear was sold off to J.P. Morgan in 2008,
Bauso ran the firm's European merger-arbitrage and event-
driven trading and sales desk.

Ina bid to draw early investors, Elementum is offering
reduced fees representing 1% of assets and 17.5% of gains.
Investorswhoagree toathree-year lockup will payaperform-
ance fee of just 15%.

For investors who join after the fund is upand running, the
fee structure will be the standard 2% of assets and 20% of
gains. The fund will permit quarterly withdrawals, limited to
25% of an investor's holdings per quarter.

Mixed Results for Global-Macro Funds

While some of the biggest global-macro managers suffered
sharp losses last month, a number of smaller and mid-sized
firms posted impressive monthly gains.

Among thewinnerswere Conquest Capital of New Yorkand
Niagara Capital of Toronto, whose global-macro funds both
gained 13% in May, and New York-based Lyford Group
International, which rose 7%. Meanwhile, many blue-chip
global-macro firms performed poorly. To wit: Moore Capital's
Moore Global Investments fund fell 9%, its worst-ever month-
lyloss, while Tudor Investment's BVI Global fund lost 2%.

Why the discrepancy? In aword, size. The extreme volatili-

ty that characterized trading in May favored nimbler firms with
short-term trading biases and high risk tolerance, market play-
ers said. The biggest firms, beholden to more conservative
investors such as pension systems, were quick to dial down risk.
"The aversion to risk isasign of post-traumatic fear in the
industry;' said Fabrizio Ladi, head of alternatives at Reyl Asset
Management, which invests with global-macro managers.
"People are very quick to take the money off the table.
Everyone realizesitcould betooexpensive tobeonthewrong

Still Receiving Hedge Fund Alert the Slow Way?
You can switch to e-mail delivery and get the lowdown
on the alternative-investment business the moment it's
published, every Wednesday morning. The subscription
price is the same for delivery by e-mail or snail-mail.
Switch to e-mail delivery by calling 201-659-1700.

side of the market:'

Another investor griped that some large managers have
grown too conservative in the wake of the financial crisis.
"George Soros wasn't in it to play safe during the U.K. curren-
cy crisis;' he said, referring to the huge profits Soros made in
1992.

Samer Nsuouli, Lyford's investment chief, said May was
"more volatile than anyone could imagine;' with the Chicago
Board Options Exchange Volatility Index, or Vix, soaring 200%
during a three-week span. "The speed of change was faster
than what we saw in 2008;' he said. "When volatility changes
so much, so quickly, managers have to quickly reposition their
portfolio and change their risk exposure:'

Goldman Sachs alumnus Peter Gerhard, who runs G Capital
of Red Bank, N.J., said the recent market turmoil may have
opened up an opportunity for global-macro managers moving
forward. "With lots of bad news priced into markets, any
pleasant surprises should equate to higher prices for risk
assets;" he said. "While we may not be on the verge of a major
risk-asset rally, the seeds have been planted for more con-
structive priceaction forthe next 2-3months, especially if the
news cycle gets noworse:'

SEC Finalizes Placement-Agent Plan

The SEC isexpected to sign off today on acompromise plan
thatwould allow placement agents to continue marketing hedge
funds to public pensions.

Inthe wake of the New York Common Fund scandal, the SEC
last August proposed an outright ban on third-party marketers
acting as intermediaries between fund managers and pension
officials. The proposal metwith howls of protest from placement
agents, investment managers and some pension officials, who
argued that marketers play a valuable role in helping retirement
plans sort out their investment options.

After receiving more than 100 comment letters, the SEC wrote
toFinrain January inviting it to participate in the oversight of
placementagents. On March 15, thefinancial industry'sself-reg-
ulatory body responded to Andrew Donohue, director of the SEC's
Division ofInvestment Management, by offering todraft regula-
tionsaimed atensuring that fund marketers don'texercise undue
influence over pension officials.

Finraand SEC lawyers huddled up in late April to iron out the
details. The result convinced SEC officials that it could rely on
Finratotake the lead role in policing placement agents.

In his March IS letter to the SEC, Finra chief executive Richard
Ketchum wrote, "We believe thata regulatory scheme targeting
improper pay-to-play practices by broker dealers acting on
behalfofinvestmentadvisersis... aviablesolutiontoabanon
certain private placement agents serving a legitimate function:'

Inthe New York Common Fund case, third-party marketers
were accused of directing kickbacks to pension officials in an
effort to influence their investment decisions. The marketers, in
turn, were reaping fat fees from their fund-manager clients. The
case, which came to light in 2007, has led to numerous criminal
indictments and guilty pleas.
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Risikoscheu hat di nler fest im Griff

VON DORIS GRASS,
DANIEL VON BULOW, FRANKFURT,
UND MIRIAM BRAUN, NEW YORK

ie Unsicherheit der Anle-

geruberdie Auswirkungen

der européischen Spar-
malnahmen auf die Weltwirt-
schaftund die Furchtvoreinerum
sich greifendenRegulierungswut
der Regierungen wird die Markte
auch diese Woche belasten. Stra-
tegen erwarten, dass die Risiko-
scheu der Investoren anhélt, rech-

nen aber mit einem Ende der
extremen Turbulenzen der ver-
gangenen Wochen.
Aktienexperten blicken mit ge-
mischten Gefiihlen auf die neue
Woche: Die europdische Schul-
denkrise und der deutsche Allein-
gang beim Verbot von Leerver-

kaufen schrecken Investoren ab.
,.Der Markt liebt Transparenz und
Klarheit. Solche halb garen Lo-
sungen stellen kein Vertrauen
her*, Kkritisiert Robert Halver,
Leiter der Kapitalmarktanalyse
bei der Baader Bank. Er rechnet
mit weiteren Kursabschlagen.

Vergangene Woche fiel der Dax
um 3,8 % auf 5829 Punkte und der
Stoxx 50 um 3,9 %. Der Nikkei in
Japan brach um 6,5 % ein. Der
S&P 500 verlor 4,2 % und der Dow
Jones 4 %.

,.Die Aktienindizes scheinen ih-
ren zyklischen Gipfel Uberschrit-
ten zu haben®, schreibt Markus
Reinwand, Aktienmarktstratege
der Helaba. Er empfiehlt Anlegern
daher, bei Zwischenerholungen
auszusteigenund Aktienunterzu-

gewichten, da sich eine ausge-
dehnte Korrekturphase abzeich-
ne. Seiner Meinung nach werde
offensichtlich, dass Aktien bereits
einen globalen Aufschwung vor-
weggenommenhaben. Die Exper-
ten der SEB raten dagegen, sich
der konkreten Fakten zu besin-
nen, und verweisen auf die positi-
ven Wirtschaftsdaten und Unter-
nehmensergebnisse im ersten
Quartal. Sie sehen daher auch
eine,,Zeit fir Neuinvestments.
Auch an der Wall Street dirfte

die Nervositat anhalten. ,,Es wirde
mich sehr wundern, wenn wir in
den nachsten Tagen eine Rally se-
hen“, sagt Marc Malek, Managing
Partner bei der Conquest Capital
Group. ,,Der Euro wird weiter
schwécheln und die Aktienkurse
auch.” Die Rettungsmanahmen

der Euro-Staatenwirdendie Wirt-
schaftskraft Deutschlands und
Frankreichs und damit in ganz
Europa das Wachstum schwéchen.
,,Wirsitzen alle in einem Boot, und
Europa ist eine der gréRten Oko-
nomien der Welt*, so Malek. Etwas
optimistischer ist dagegen Brian
Belski, Chefstratege bei Oppen-
heimer Asset Management — er
sieht den Aktienmarkt , kurz von
einem neuen Boden entfernt*.
Gerlichte  Uber  Notenbank-
interventionen trieben den Euro
zum Wochenschluss hoch. Er war
im Wochenverlauf auf ein Vierjah-
restief von 12145 $ gerutscht,
erholte sich aber auf tber 1,26 $ —
gab jedoch die Halfte dieser Zuge-
winne bereits gestern wieder ab.
,Interventionen zugunsten des

Rekordniveau
Bund-Future in Punkten

Hausse DieRisikoscheutreibtdie Anlegerin

Im Abwartssog
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Abwartssog Die Schuldenkriseinder Euro-

deutsche Staatsanleihen. Der Terminkontrakt  Zone driickt auch den S&P 500. Diese Woche
aufzehnjahrigeBundesanleihenkletterte auf konnten schlechte Daten vom US-Immo-
Rekordniveau.

bilienmarktdenindexweiterfallenlassen.

Bloomberg

Euro kann ich nicht bestitigen®,
sagte Hilko Kalberlah, bei der
Deutschen Bank im Devisen-
handel fiir institutionelle Kunden
verantwortlich. Er machte fir den
starken Kursanstieg eher De-
ckungskéufe verantwortlich. ,,Die
Vermdgensverwalter fahren ihr Ri-
siko zurick. Das spricht dafr,
dass der Dollar als sicherer Hafen
und Reservewéhrung gesucht blei-
ben wird*, sagte er mit Blick aufdie
neue Woche. Die Schweizerische

Nationalbank kauft

Symbolcha-  aber kraftig Euro zur
rakter: Der  Schwachung des Fran-
Euro als ken. Im April stiegen
FuRabtreter  ithre  W&hrungsreser-
inder EZB- ven um 28,5 Mrd. auf
Zentralein  153,6 Mrd. Franken.

Frankfurt An den Renten-

markten konnte die

Hausse der Bundesanleihen ein
Ende finden. Vergangene Woche
war der Bund-Future auf Rekord-
niveau geklettert, und die Rendi-
ten zwei- und zehnjahriger Bun-
desanleihen waren auf Rekordtiefs
bei 0,47 % und 2,62 % gefallen.
Konnen die hoch verschuldeten
Euro-Lander mitihren Konsolidie-
rungsanstrengungen Uberzeugen
und bleibt weiteres Sperrfeuer von
regulatorischer Seite aus, dann
dirften sich institutionelle Inves-
toren nach Renditealternativen
umsehen, erwarten die Analysten
der Helaba. Mit Spannungwerden
heute die Daten der Europdischen
Zentralbank Uber ihre Staatsanlei-
henkaufe erwartet, derenVVolumen
inzwischen auf 50 Mrd. € ge-
schatzt wird.

Sorge um
Spaniens

Banken belastet

VON DORIS GRASS, FRANKFURT
E ine gewordene Rettungsaktion
im spanischen Bankensektor hat
am Pfingsmontag den Euro und Fi-
nanzwerte gedriickt. Die spanische
Zentralbank hatte die stidspanische
Sparkasse CajaSur Ubernommen
und damit knapp vor der Pleite be-
wabhrt.

» Devisen Die Gemeinschafswah-
rung rutschte zeitweise bis auf
1,2346 $ ab und handelte am Abend
bei 1,2397 $. Die Rettungsaktion in
Spanien habe die Anleger wieder an
dieproblematische Lageinvieleneu-
ropéischen Landern erinnert, sagten
Handler.

» Borsen Europa Die Euro-Schwéche
und die Ereignisse in Spanien mach-
ten auch Europas Aktien zu schaffen.
Der Dax schloss mit einem Minus
von 0,4 % bei 5805,68 Punkten. Der
spanische Ibex-Index verlor 1,3 %. Fi-
nanzwerte standen unter Druck. Die
Aktien der spanischen Institute San-
tander und BBVA fielen um 1,2 und 2
%. Die Papiere der Commerzbank
gaben um 2,1 % nach.

» Wall Street Die Aktie von Apple
fuhrte eine kleine Rally der Technolo-
gie-Titel an, nachdem Morgan Stan-
ley den Sektor empfohlen hatte. Ent-
sprechend stieg der Nasdag Compo-
site bis 21 Uhr MESZ um 0,3%. Der
Dow-Jones notierte indes 0,6 %, der
S&P 500 mit0,5 % deutlichim Minus.
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UPDATE 1-Stunned funds get scraps from Dow's
plunge

Mon, May 10 2010

* Source says Coffey turned 1.5 pct profit on the week

* 'Long volatility' funds said to gain up to 10 pct

* Long-only managers avoided roller-coaster markets (Adds details of Conquest Capital fund)
By Laurence Fletcher

LONDON, May 10 (Reuters) - Hedge fund managers and their mainstream peers were left stunned by the dizzying declines on Wall
Street last Thursday, but a select few turned a profit, diving in just in time with the right strategy.

The Dow Jones index of 30 blue chip stocks fell by close to 1,000 points on Thursday, a plunge that has left regulators and markets
stumped. The finger of blame has pointed at flaws in the structure of markets and at high-frequency trading houses whose computer-
driven programmes can make tens of thousands of trades a day. [ID:nN09274100]

But Greg Coffey, formerly of GLG Partners and now a star fund manager at Louis Bacon's hedge fund Moore Capital, made a profit
of 1.5 percent last week, sources familiar with the matter said, using the sell-off as a trading opportunity.

The gain came as U.S. stocks ended the week about 6 percent lower, recovering from their steepest intraday fall ever.

New York-based hedge fund Conquest Capital's macro fund turned a 3.75 percent profit on Thursday, and ended the week up about
10 percent not including fees, a spokesman for the firm said.

Conquest Macro uses a systematic short-term trading strategy designed to outperform during periods of high volatility. Thursday's
gains came from a combination of existing positions and new trades entered that day across fixed income, foreign exchange and
equities.

"As part of the discretionary overlay, we had started accumulating a position in S&P puts in April before the rise in volatility that we
hedged on Thursday by buying S&P futures at the depth of the sell-off and height of the madness," the spokesman said.

So-called 'long volatility' hedge funds -- which profit from market turbulence and are often used by investors to hedge their portfolios
against big sell-offs -- also did well.

One such fund gained 10 percent last week, said Tim Gascoigne, head of portfolio management at HSBC Alternative Investments.
Another manager told Reuters of a 4 percent gain from one fund on the Thursday alone.

"Where they see value in implied volatility in option pricing, they will take these opportunities," Gascoigne said.
'MOST GUYS WERE OK'

The heads of leading U.S. stock market operators were called to Washington for an emergency meeting on Monday, as the
Securities and Exchange Commission attempts to unearth the reasons behind the spine-chilling plunge. [ID:nN09274100]

Hedge funds wasted time pondering the reasons for the glitch with money to be made -- or lost, of course.

"Some will (have been) rolling up their sleeves and trading the (hell) out of it, others are value-driven," and therefore less likely to act,
said one London-based fund of hedge funds manager who declined to be named.

"From what I've seen so far, most guys were OK -- they lost 1 percent or made 1 percent."
However, other hedge funds chose not to risk big losses.

"It's not our style to do something in such high volatility," said one hedge fund executive who spoke on condition of anonymity.
"Hedge fund managers will not necessarily want to get involved if they don't know why it happened.”

They weren't the only ones.

The speed and surprise of Thursday's sell-off and rebound left most long-termist, mainstream fund managers shrugging their
shoulders, and steering clear of the kind of aggressive trading that hedge funds can employ in such scenarios.

' WAS ON THE TRAIN'

Tom Walker, whose Martin Currie North America and North American Alpha funds <LP60010491> <LP65095576> did better than
most last week, said his portfolios remained unchanged through the tumult. He even left the office at his usual time while speculation
raged in New York.

"I don't really have a strong view on the trading debacle | don't think we've got to the bottom of it yet We did nothing on Thursday "


http://www.reutersreprints.com/

"We didn't change anything we were doing -- we weren't trading at that time. | was on the train going home."

"It was so short ... If you were very nimble you might have done very well, but our strategy is to buy and hold. We don't tend to watch
markets all day long."

"The reward for watching the screen all day long looking for that kind of opportunity is pretty limited. In hindsight it was a pretty good
opportunity, but too short to take advantage of." (For the Funds Blog: blogs.reuters.com/fundshub; for Global Investing: here)
(Additional reporting by Joel Dimmock and Claire Milhench; Editing by Steve Orlofsky)

© Thomson Reuters 2010. All rights reserved. Users may download and print extracts of content from this website for their own
personal and non-commercial use only. Republication or redistribution of Thomson Reuters content, including by framing or similar
means, is expressly prohibited without the prior written consent of Thomson Reuters. Thomson Reuters and its logo are registered
trademarks or trademarks of the Thomson Reuters group of companies around the world.

Thomson Reuters journalists are subject to an Editorial Handbook which requires fair presentation and disclosure of relevant
interests.

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to colleagues, clients or
customers, use the Reprints tool at the top of any article or visit: www.reutersreprints.com.
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The2009

for The Best Papers in The Journal of Alternative Investments.

The Journal of Alternative Investments is the premier refereed quarterly publication offering academic and
practitioner researchin alternative investments. The Sciens Capital Award recognizes the top two articlesin JAI published
over the past year and voted on by the journal’s distinguished advisory board via a confidential ballot process. The 2009
Sciens Capital Award goestothe best articles picked from JAl‘'s Winter 2009, Spring 2009, Summer 2009, and Fall 2009 issues.

Theannual Sciens Capital Awardis sponsored by Sciens Capital Management, aNew York-based investment management firm
specializinginglobal diversified alternative investments. The award consists of a$2,500 prize for each ofthe two award winning papers.

The Journal of Alternative Investments
1s proud to announce the

2009 Sciens Capital Award Winners:
, Best Practitioner Article ‘

Volatility Exposure of CTA Programs and Other Hedge Fund Strategies
Marc H. Malek and Sergei Dobrovolsky
SPRING 2009

, Best AcademicArticle ‘

Lockinginthe Profits or Putting It Allon Black? An Empirical Investigation
into the Risk-Taking Behavior of Hedge Fund Managers
Andrew Clare and Nick Motson

FALL 2009
(e Journaler
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Top Ten We have a surprise for you: the best global macro funds from a private
bank’s database.

Tuesday, August 11,2009
We feature top managers from a different database every issue.

This time we have a lineup of global macro funds. They’re ranked by annualized return since
inception, as of the beginning of June 2009. The data comes from a private bank that’s a long-time
investor.

These are well-known global macro managers but many are also commaodity trading advisors.
Some started off as CTAs and diversified to discretionary macro.

Top Global Macro Funds from a Private Bank Database

Fund Annual Return

and Manager Since Inception Inception Date
Tudor Global

Paul Tudor Jones 22.1% Oct. 1986
GAMUT Investments 20.7% June 1986
Bruce Kovner

Moore Global Investment 20.5% Dec. 1989
Louis Bacon

Brevan Howard 15.4% Mar. 2003

Alan Howard

Capital Fund 15.3% Dec. 1999
Kenneth Windheim

Peak Partners 15% Mar. 2002
Timothy Rudderow

Conquest Macro 14.5% Apr. 1999
Mark Malek

COMAC Global Macro 12.6% May 2006 Colm
O’Shea

JB Global Rates 11.8% Jan.2004

Adrian Owens

Drawbridge Global Macro 9.1% May 2002
Michael Novogratz & Adam Levinson

http://www.opalesque.com/OFI189/Top_have_a_surprise_for_you_the36... 12/9/2009 11:43 AM
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US commodity trend funds find pensions elusive
02.25.09, 3:05 PM ET

UNITED STATES -By Barani Krishnan

NEW YORK (Reuters) - Trend-following fund managers in the United States aim to reel in bigger clients after placing winning
bets on falling commodity prices, but conservative pension groups like Calpers and their advisers said on Wednesday they
aren't biting.

High management fees of up to 6 percent a year and another 20 percent on profit is one reason why such fund managers --
who buy when markets are up and sell when they are down -- are disliked by those advising pensions, endowments and other
institutional funds.

Another thing working against these trend-followers is historical data showing positive returns for passive "long-only" investors
in commodities, who buy and hold futures over extensive time periods regardless of market swings.

Trend-following fund managers -- also known as Commodity Trading Advisers or managed futures funds -- are active money
managers who will abort a long, or bullish position, for a short, or bearish bet, just to capture market momentum.

These fund managers trade in financial futures like bonds, stock indexes and currencies, apart from energy, metals and agricultural
futures. Their clients are often retail investors who put between $1 million and $5 million in trend-following accounts.

"If you're talking about commodities exposure for institutions, our approach would be really something very broad-based and
passive," said Michael Schlachter, managing director at Wilshire Associates, a global investment advisory which advises
Calpers.

"The actively managed portfolios charge ridiculous fees for commodity assets. Who wants to pay a 6 percent base fee when
the active manager may also be long commodities most of the time, something the client can do passively?"

Calpers, or the California Public Employees' Retirement System, is the largest U.S. pensions fund, with total assets of $170
billion. It had $1.1 billion passively invested in the S&P GSCI, a long-only commodity index, in June, before a crash in oil,
metals and grains prices took the value of that down to $586 million by the end of last year.

In December, Calpers said it had appointed three commodities consultants, including Wilshire, to boost its inflation-linked asset
class, which lost 3 percent in 2008. Calpers told Reuters then that it was open to exploring commodities exposure outside of
the S&P GSCI, including long/short strategies that helped some trend-following funds post returns up to 75 percent last year.

But Calpers spokesman Clark McKinley told Reuters the fund was not evaluating any trend-following commaodity strategies.
"We are still tracking this index," he said, referring to the S&P GSCI.

Schlachter, the Wilshire managing director, declined to discuss Calpers or any particular client. But he said Wilshire had the
same advice to all institutions invested in commodities for diversification: Do not chase short-term trends.

And while the firm was not in the habit of forecasting market direction, Schlachter said: "I'd be shocked if commaodity prices
didn't rebound very, very rapidly to levels we saw last year, once we get back into a strong economy."”

Ben Rotenberg, director at California's Cliffwater LLC, another Calpers consultant, said although long-only commodity indexes
had plummeted in value since June, there was no certainty they had lost their sway with clients.

"I don't know if that's necessarily the case. | think its more of the asset class as a whole that's suffered,” he said.



Still, some trend-following managers are hopeful of stealing some market share from long-only indexes that have monopolized
the institutional business in commodities.

"We've met dozens of new potential clients, from state retirement systems to university endowments and family offices, and
we've had very encouraging response,"” said Marc Malek at Conquest Capital, a managed futures firm in New York whose two
trend following funds returned 45 and 52 percent last year. (Editing by Marguerita Choy)

Copyright 2009 Reuters, Click for Restriction
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From the Opalesque Team: CTA and macro hedge funds were among the winners in 2008.
Here is a look at two macro funds and their forecasts.

Conquest: Look out for China - Conquest Capital Group s Conquest Macro fund up
45% in 2008

The $337m Conquest Macro fund began 2009 by earning 6.20%, after returning 45.02% in
2008. It has had a compounded annual return of 15.11% since its May-99 inception,
compared to 6.85% for the HFRI Composite Index and -3.17% for the S&P500.

New York-based Conquest Capital Group's Conquest Macro fund is a systematic trading
strategy that captures short-term price movements in futures and FX markets. The program
itself consists of three independent strategies: a short-term long-volatility strategy, a short-
term trend-following strategy, and a short-term counter-trend strategy. These three
strategies operate in parallel to invest in approximately 30 of the most liquid global foreign
exchange, fixed income, equity, and physical commodity markets.

Regarding the broader economy, the manager Marc H. Malek said in a monthly report that
was forwarded to Opalesque, that it was embroiled in two simultaneous crises: a credit
crunch and a business cycle recession. He believed that the government's measures would
help eventually, but there were still major global risks to address.

After ten to fifteen years of intense globalization, the world is encountering its first global
recession, he said. The multiplier from global trade that was so good to world economies
during the period of expansion is now dragging the world economy down just as
aggressively.

Investors have sought the BRIC countries as the standard-bearers of growth to lead the
world out of its global recession. Brazil's output is declining and the Russian Ruble continues
to devalue, pushing toward the lower bound of its trading range. Although India's economy
continues to grow at a rapid rate, the growth rate has declined significantly over the past
two years.

The manager believes the real risk lies in the possibility that the Chinese economy might
surprise to the downside with very small (i.e. 1-2%) or even negative growth. This negative
growth scenario is a low probability event, but the effect would be devastating were it to
transpire. He added: "We normally have a tendency to ignore events with low probability.
However, when a low probability event would beget ruin it is essential that we account for
it."
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SemperMacro posts return of 50%
Mark Cobley
19 Jan 2009

SemperMacro, a hedge fund spun out of Fulcrum, the boutique of former BBC chairman Gavyn Davies in 2007, posted gains of
more than 50% last year as global macro proved one of the few strategies to weather the downturn.

SemperMacro Capital, which is run by the former Goldman Sachs trader Christian Siva-Jothy, went through a bad patch in
2006 when investors pulled money following investment losses of 15.7%. The following year, Siva-Jothy and three colleagues
— all former Goldman traders — spun it off as an independent venture and since then the fund has redeemed itself.

Some other global macro funds performed similarly strongly. The Conquest Macro fund, a New York-based quantitative fund
run by Marc Malek, was up 45% during the 12 months, while Brevan Howard’s flagship fund was up 21%, according to
investors.

SemperMacro declined to comment, and Brevan Howard did not respond to requests for comment.
Malek said: “The mandate of our fund is to achieve above-average returns in periods of high volatility, and to preserve capital
in periods of low volatility, so we have performed in line with our objective.”

Not all global macro funds have done so well, according to Alex Allen, chief investment officer at Eddington Capital, which runs
a $100m (€75m) fund of macro funds. While some posted double-digit gains, others following related but different strategies
made losses of a similar magnitude, he said.

Eddington’s portfolio was up 25% last year. Though it does not invest in any of the funds named above, it has money with other
global macro managers, which tend to make three or four large bets on currencies or national markets and put large sums
behind them.

Eddington also invests in other macro strategies, such as managed futures or currencies.

The macro index from Hedge Fund Research, a data provider, made a gain of 5.2% in the last 12 months — one of the few to
make money last year. Managed futures funds, a subset of the macro index, did even better, rising 17.7% last year.

Email address

+ add another email

This document is for your personal non-commercial use. Any further copying, reproduction, distribution is strictly prohibited.
To obtain permission please contact reprints@efinancialnews.com

© 1996-2008 eFinancialNews Ltd

lofl 1/22/2009 9:53 AM


http://www.efinancialnews.com/archive/keyword/SemperMacro/1/conten
mailto:reprints@efinancialnews.com

Opalesque Ltd. http://www.opalesque.com/index.php?act=AMBArchive&and=print_ato...

15.01.2009 Opalesque Exclusive: Equity market recovery? Analysis of
past recoveries shows up to 19% of growth was captured within first
month

From Kirsten Bischoff, Opalesque New York : In a 2008 year end communication to investors obtained by Opalesque, The Conquest
Capital Group, which returned +45% (Macro) and +51.40% (Managed Futures Select) in 2008, stated expectations for the bear market to
continue in equities for some time.

For the firm’s macro strategy, rising volatility, and the rising volatility of Volatilitg throughout the year provided favorable environment.
The strategy’s biggest gains 1n 2008 came from foreign exchange trading (+22.97%) and equities (+17.72%).

Looking toward the 2009 environment, and citing the US government’s foray into the nation’s banking, insurance, and automotive arenas;
rising unemployment rate; continued corporate cash holding and other vatriables, Managing Partner Marc Malek’s letter stated that the firm
did not believe that equities had reached a bottom. However, the letter also indicated that although we might be bumping somewhere
along the bottom, the ultimate bottom would be far from the low set in November.

Optimism in pessimistic times, in past recoveries up to +19% has been captured in first 30 days

Warren Buffett informed the US Markets, via the New York Times in October 2008, that it was time to buy equities, and hedge fund

manager Michael Steinhardt told Reuters in late December that cyclically it was a good time to putrchase equities.

Although equities had several bear rallies between October and December 2008, the markets have stayed within a fixed range and well
below showing signs of recovery.

In the January release of its first “Maximum Pessimism Report”, Tennessee-based value investors Lauren Templeton Capital Management
looked at the history of bear markets. The 2007 market decline from October 2007 to the present has passed -50% which puts it on a par
with all but the worst bear market (1929 at — 86%)).

Templeton makes the case for current equity opportunities by also charting the S&P 500 returns following bear market troughs. On
average, the 6-month growth (following the bear markets of 1957, 1962, 1966, 1970, 1974, 1982, 1987, 1990, 2002) is +23%. However, on
average almost 11% of that growth was captured during the first month, with 19% and 17% being captured in the first months during the
1982 and 1974 recoveries.
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Opalesque Exclusive: 2009 Outlook (8) - Kleinwort Benson sees bargains in 2. Geneva private bank Mirabaud to blacklist funds
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Africa — Opalesque Exclusive: Cadiz pan African fund returns 1.90% since its

October 08 inception, South African investors less exposed to Madoff, here's why
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suspected of faking own death in plane crash, UK
businesses offered credit lifeline, UK banks
withdraw unused credit lines of large companies,
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Hong Kong's EIP Overlay fund finishes 2008 with 17.31% gains, adds senior
portfolio manager
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15. Jan. | Opalesque Exclusive: 2009 Outlook (8) - Kleinwort Benson sees
bargains in equities, corporate credit, hedge funds, commodities, structured

prodc Opalesque Round Table

15. Jan. | Opalesque Exclusive: Equity market recovery? Analysis of past
recoveries shows up to 19% of growth was captured within first month

Hedge Funds at Inflexion Point:

15. Jan. | Africa — Opalesque Exclusive: Cadiz pan African fund returns 1.90%
since its October’08 inception, South African investors less exposed to Madoff,
here’s why

14. Jan. | Opalesque Exclusive: 2009 outlook (6) — Economist David Karsbol 's
“outrageous claims for currencies, indices and hedge funds

14. Jan. | Opalesque Exclusive: 2009 outlook (7) — Opposing views on the fate of
emerging markets: economists vs. Ashmore

14. Jan. | Opalesque Exclusive: Fundamental value investor William Ackman,

Pershing Square CEO, sees this as the most opportunistic time to invest in the
hedge fund industry

14. Jan. | Opalesque Exclusive: Man Group’s FUM now at $53.3blIn, wants to
retain competitive leadership in 2009, will sue over Madoff exposure

14. Jan. | Opalesque Exclusive: Islamic banking industry in Asia-Pacific seen
reaching $450bin or 60% of total Islamic bank assets

14. Jan. | JPMorgan again tops Hedge Fund 100 list in 2008, Paulson jumps 61
ranks to #8

13. Jan. | Opalesque Exclusive: 2009 Outlook (5) — IAM: Surviving hedge funds to
become more transparent, CTAs remain favourites

13. Jan. | Opalesque Exclusive: New Jersey CTA to offer domestic fund after
32% return in 2008 (27.4% annualized since 2003)

The whole financial industry has reached an
inflexion point, at which all market participants
are challenged to identify the new themes and
new paradigms that will determine asset
management and how to create returns going
forward.
The Opalesque South Africa Roundtable
discusses the range and consequences of this
inflexion point, from a fund manager as well from
an investor point of view.
The participants also discussed the
particularities of investing in Africa (ex-South
Africa). You will hear portfolio managers
explaining new ways to construct hedges, new
and upcoming products. How do you deal with
restricted liquidity, is Africa really uncorrelated?
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Managed Futures and REITs

July 24th, 2007 by Mebane Faber

First, a fantastic review of hedge fund replication from Conquest Capital. Here is an interview
with Marc H. Malek, Managing Partner at Conquest Capital. From the interview:

In our study, we found that most CTAs exhibit a very high correlation (70-90%) to one or more
simple breakout strategies consisting of trading a diversified group of markets by buying at the
nth day high and selling at the nth day low. We chose 33 different breakout lengths, ranging
from 1 to 200 days. Each of these breakout lengths was run as an “nth day” simple breakout
strategy on Conquest MFS’ 55 markets.

The result is a historical track record for each of the breakout lengths. Our study plots the
correlation between a CTA’s monthly return stream and the return stream of each of the breakout
lengths. We have found that most of the CTAs we tested have a very high correlation to breakout
lengths between 30 and 60 days.

This means that what most CTAs are delivering is in part a beta; an exotic beta, but not alpha.
Further studies showed that CTAs were not generally delivering alpha in excess of the exotic
beta. In other words, CTAs as a group were not outperforming the exotic beta they delivered. For
an investor, therefore, investing in the exotic beta directly would generally be a better strategy
than investing in a portfolio of CTAs that would purport to deliver alpha.

Second, REITs (I'YR below) are in a 20% drawdown from their peak five months ago, and this
sure is a nasty chart. . .
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What Crisis? Some Hedge Funds Are Gaining

By LOUISE STORY

Bernard V. Drury is a rarity on Wall Street: a hedge fund manager who is making money rather
than losing it.

While most hedge funds are sinking into red this year and unsettling the markets in the
process, a handful of them are posting spectacular gains. Mr. Drury’s fund, for instance, is up
60 percent since Jan. 1.

How did he do it? Mr. Drury, a former grain trader, is not giving away his secrets. He relies on
proprietary computer models to chart tides in the markets and to ride the prevailing currents.

But however smart or lucky the moneymakers have been, a few bad trades can end any hot
streak. Despite Wall Street’s reputation as a place of big money and bigger egos, many of the
winners are reluctant to boast, particularly given the gaping losses threatening some rivals.

“There’s going to be, naturally, a lot of forms of disillusionment with hedge funds,” said Mr.
Drury, who opened his fund, Drury Capital, in 1992.

Indeed, gloomy talk of an industry shakeout is getting louder as returns at most funds sink
lower. Over the last few months, some funds have been forced to dump stocks and bonds
because their investors want their money back. Wall Street traders worry that another big wave
of withdrawals in mid-November could further unsettle the markets.

All of which makes the big winners stand out even more. Hedge fund returns, on average, are
down 20 percent. But one in every 50 funds is up more than 30 percent — an astonishing
performance, considering the broad stock market is down even more than that.

Winners include trend-followers like Mr. Drury; market-spanning macro funds, which dart in
and out of an array of markets and bet on everything from Apple Inc. to zinc; and niche players
that are buying insurance policies or making loans to small companies.

Some of this year’s stars are familiar names on Wall Street. For instance, a fund managed by

http://www.nytimes.com/2008/11/10/business/economy/10hedge.html?_r=1&oref=slogin... 11/10/2008
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John Paulson, who reportedly was paid $3.7 billion in 2007 after betting against the subprime
mortgage market, has gained nearly 30 percent this year in his largest fund, investors say.

But some of the other moneymakers are not well known, and could benefit as competitors close
and investors look for new places to park their money. Hedge-fund traders who make a killing
are often lionized within the industry. One good year can vault a small player to the big leagues.

But with so many funds down — only one in three has made any money this year — the price of
admission to the winner’s circle has fallen. A showing that would have been considered dismal
only a year ago is now viewed as a standout success. Traders even joke that down 10 percent is
the new break-even. Actually making money is all the more rare.

“This year, anything north of 10 percent is spectacular,” said Pierre Villeneuve, managing
director of the Mapleridge Capital Corporation, a $750 million hedge fund in Canada that is up
18 percent.

Other funds with big winnings include R. G. Niederhoffer Capital Management; Conquest
Capital Group; MKP Capital Management; the Tulip Trend Fund, run by Progressive Capital;
and funds run by John W. Henry & Company.

Never before have so many funds been down. In 5 of the last 10 years, fewer than 15 percent of
hedge funds lost money. Even in the worst year, 2002, 31 percent finished down, according to
estimates from HedgeFund.net, a unit of Channel Capital Group. This year, some 70 percent of

hedge funds had lost money from Jan. 1 through the end of September.

To a degree, hedge funds are hostage to their stated investment strategies, and investors judge
them accordingly. Funds that specialize in convertible bonds and stocks, for example, are
among the worst performers this year because those markets have been hard hit in the
financial crisis.

Losers include well-known traders like Kenneth C. Griffin, who runs the Citadel Investment

Group; Lee S. Ainslie, head of Maverick Capital; and David Einhorn, the head of Greenlight
Capital, who called attention to the troubles at Lehman Brothers before many others.

Still, funds that specialize in investment strategies that have suffered could come out looking
good if they manage to post even modest gains. For instance, Exis Capital, a $150 million fund
that trades stocks, is up 9 percent this year, even after the fund’s manager took their 50 percent
fee, according to investors. The average stock fund, by comparison, is down 22 percent,
according to estimates from Hedge Fund Research. In commodities trading, Touradji Capital
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Management is up 11 percent even as its competitor, Ospraie Management, was forced to
liquidate a large fund.

At some hedge fund companies, this year’s performance is mixed. Trafalgar, a hedge fund in
London, manages 10 funds. Three are down, but two — a volatility fund, and “special
situations” fund — are up more than 20 percent, according to an investor.

Trafalgar declined to say what special situations it had pounced on. Volatility funds, a category
that is broadly doing well, focus on trading options and try to profit when the markets swing
wildly as they have lately.

Lee Robinson, co-founder of Trafalgar Asset Managers, said his firm’s success set it apart from
competitors.

“Every investor is going to say, ‘What did you do in September '08, what did you do in October
’08?” and if you were down significantly, you're going to have trouble raising money,” Mr.
Robinson said. “The most important question is not, ‘How much money am I getting back?’ it’s
‘Do I get my money back?’”

Several managers who are doing well did not want to brag at a time when so many of their
industry colleagues were struggling.

“You don’t do victory laps,” said Adam Stern, a partner at AM Investment Partners, whose
volatility fund is up 6.75 percent this year. “It’s a very sad time for a lot of people. People
worked very hard, and they’re losing a lot of money and net worth.”

Marek Fludzinski, one of this year’s winners, remembers what it was like to be a loser. Mr.
Fludzinski, the chief executive of Thales Fund Management, was among the computer-loving
quantitative fund managers who suffered in 2007, when his fund lost 8 percent. Investors
immediately began asking for their money back, so Mr. Fludzinski shut the $1.6 billion fund
and started anew.

Now his computer-driven fund, created in May, has grown to $350 million from $80 million in
assets and is up 14 percent.

Mr. Fludzinski said the important factor in running a hedge fund these days was simply
surviving.

“Don’t do something that will kill you,” said Mr. Fludzinski, who uses a database with 14 years
of prices on thousands of stocks to try to spot patterns like the forced selling of stocks.
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Marc H. Malek, a former UBS trader who manages $611 million, is up 44 percent in his macro
fund. But even as new investors approach his company, Conquest Capital, the firm is also
receiving redemption requests from investors who want their money back, Mr. Malek said.
Investors are pulling cash from wherever they can.

A growing number of troubled hedge funds are temporarily refusing to give investors their
money back by freezing their funds, in industry parlance. But others are profiting from the
waves of panic that have convulsed the markets this year.

Roy Niederhoffer, founder of R. G. Niederhoffer Capital Management, whose more famous
brother, Victor, made and then lost a fortune trading, is up more than 50 percent. To predict
how investors will behave, Roy Niederhoffer, who majored in neuroscience at Harvard, delves
into psychological research.

But Mr. Niederhoffer does not need much research to tell him that some investors chase
winners. With his fund soaring, investors are piling on. His assets under management have
climbed to $2 billion, from $700 million earlier this year.

Still, Mr. Niederhoffer is not planning any celebrations.

“The greatest danger at a time like this is hubris,” he said. He has banned fist-pumping victory
poses on his trading floor.

Copyright 2008 The New York Times Company
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What Crisis? Some Hedge Funds Are Doing Quite Well
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09.07.2008 Performance: Opalesque Exclusive: Conquest Macro returned 8.14%
in June, managed futures fund up 4.7%, agricultural fund up 13.2%, Man
Group's AHL fund down 1.02% from last week, 22.9% over last 12 months,
Altin:Fund returns 3.83% in June, 21.91%YTD

Opalesque Exclusive: Conquest Macroreturned 8.14%in June, managed futures
fund up 4.7%, agricultural fundup 13.2%

Conquest Macro returned 8.14% in June, concluding its fourth consecutive

winning quarter having profited more than 67% over the past 12 months.

June marked a significant return to risk aversion after a brief period of post-Bear Stearns
euphoria. Volatility rose dramatically, creating an environment in which Conquest Macro
was able to profit.

Conquest Macro's gains came from its short-term long-volatility strategies, which
generated the majority of their profits by taking short positions in domestic and
European equity index futures. The returns from other sectors essentially washed,
cumulatively amounting to a small loss. After the recent accumulation of risk, short-
term trend-following strategies were positioned unfavorably. However, their losses were
more than offset by counter-trend strategy profits, which did successfully capture the
trend reversals.

Conguest Macro's returns and growth have also merited its inclusion in the
AlternativeEdge Short-Term Traders Index. Comprised of 23 managers, the index
captures the breadth of short-term strategies.

Conguest Managed Futures Select generated gains of 4.70% and extended its winning
streak to five consecutive quarters. The Conquest KCM Agricultural Commodities Plus
Fund appreciated by 13.20% and has now been profitable every quarter since its
December 2007 inception.

Man Group's AHL fund down 1.02% from last week, 22.9% over last 12 months
From Thomson IM: Man Group pie. said the net asset value of AHL Diversified
Futures Ltd. at the close of business on July 7 was $38.85, down 1.02 percent from
last week and up 22.9 percent over the last 12 months. Source

Altin:Fund returns 3.83% in June, 21.91% YTD

Altin Holdings LLC sent an email communication to Opalesque saying that the
Altin:Fund returned 3.83% (est.) in June 2008, 33.17% (est.) since inception and
36.63% in the last 12 months. That is compared to Barclay CTA (6.96%}, Dow Jones
IA (-14.4%), S&P 500 (-12.8% ), NASDAQ (-13.5%), Russell 2000 (-10.0%).
Corporate website:

Article source: http://www.altinfund.com - Opalesque is not responsible for the
content of external internet sites

Print


http://www.altinfund.com/

]
LIPPER

HEDGEWORLD

HedgeWorld News is sponsored by.

Section: Managed Futures & Derjvatives
Conquest Capital Enjoys Profitable First Half

By Michael S. Fischer, Senior Financial Correspondent
Wednesday , July 09, 2008 3:49:45 PM ET

NEW YORK (HedgeWorld.com)- Conquest Capital Group's managed futures programs experienced strong performance
in June, resultingin a successful first half for the firm. The firm's total assets under management grew by 43% since the
beginning of the year, to $632 million.

Conquest's flagship Macro program, which started trading in May 1999, finished the first half up 26.6% after returning
8.1% in June: it has a compound annualized return of 13.7%. In his letter to investors, Chief Investment Officer Mark H.
Malek wrote that most of Macro's gains in June came from its short-term, long-volatility strategies, which took short
positions in U.S. and European equity index futures. The program also realized a small gain in foreign exchange.
However, the program's positions in energies, fixed Income and metals resulted in a small loss.

Mr. Malek wrote that Macro's short-term, trend-following strategies were positioned unfavorably and resulted in losses, but
these were nicely offset by profits from the program's counter-trend strategy, which successfully captured the trend
reversals.

Conquest Managed Futures Select, which began trading client capital in June 2004, was up 4.7% in June and was up
16.3% for the year. The program has a compound annualized return of 13.9%. According to Mr. Malek, the program
achieved 75% of its profits in June through physical commodity trading. It also made significant gains from the equity
sell-off across all trade horizons. It incurred a loss in foreign exchange, with short-term trend reversals and
directionless movement hampering performance of the program's short-term system.

Mr. Malek gave two reasons for the profitability of the MFS program's long-term and medium-term trend-following
strategies. First, these strategies have more physical commodity exposure because several of the physical commodities
are too illiquid to be traded by short-term strategies. Second, the rise in agricultural commodity and energy prices and the
decline in equity prices are continuations of a trend that has been dominant for some time.

Among Congquest's other programs, FX Only gained 0.6% in June, and is up 8.9% forthe year. Conquest Custom Factor
MFS Strategy 1 and Strategy 2 gained 4.1% and 2.3%, respectively, for year-to-date returns of 14% and 5.7%.

Conquest's KCM Agricultural Commodities Plus Fund, which opened in December 2007 Previous HedgeWorld Story,
enjoyed a big gain of 13.2% in June, which brought its year-to-date returnt012.4%.

However, the brand-new Conquest Carry/Macro Blend is still getting its bearings Previous HedgeWorld Story. It lost nine
basis points in June, and is down 1.5% since it began trading in April.

MFischer@HedaeWorld.com
Story Copyright © 1999-2008 HedgeWorld Limited All rights reserved.
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Conversus Seeks More
Secondary Deals

Conversus Capital Management hopes i, spend $100 million
buying more secondary funds thisyear. The $2.2 billion private
equity fund of funds firm has already completed three
secondary transactionssofar thisyear, including theacquisition
of a portfolio of private equity funds from California Public
Employees Retirement System for $183 million. The other
twosecondary funds were a small venture fund and a European
buyout fund, said CEO Bob Long. Together, they were
purchased for $15-20 million.

Long said he believes the secondary marker presents great
opportunities right now and purchasing secondary funds allows
Conversus to tweak its portfolio. The fund isseeking to
increase its distressed, European and Asian exposure. More than
half of the CalPERS portfolio was distressed, Long said,
bringing Conversus' distressed exposure co 5% from | %.
Conversus aims to grow ir 1, 10% this year. The firm invests in |
15 managers overseeing200 funds.

Conquest Shorts Dollar,Up 24%In 01

——ama— Conquest Capital Group, the $600 million
| hedge fund firm founded by Marc Malek, is
up24%inits Conquest MacroFundthrough
April 30, primarily due to shorting the U.S.
dollar."In April we weathered thestormina
lot of these markers by being very short-term
oriented,” Malek said. The fundtrades

Marr Malek global currencies, fixed-income, government
bonds and equity indices, with a small allocation to energy and
metal futures. Each trade has a duration of four or five days.
Conquestbelieves the markets areentering stagflation- when
inflation and a recession occur simultaneously. "That would be
very problematic for the economy," Malek said. "It becomes
much more difficult for the central bank to deal with the
slowdown chat we're seeing in theeconomy." The firm's funds
tend to generate decent returns when other hedge funds and
equities are losing a lot of money. "That's by design," Malek
said. "We try to profit from volatility in the marker."

The macro fund has $230 million in assets with a capacity of
$1 billion. Malek is speaking with pensions, foundations,
endowments, family offices, funds of hedge funds and high-net-
worth individuals. Conquest is preparing to launch a quantitative
strategy to replicate returns of a long/short hedge fund, following
an earlier managed futures strategy that emulated commodity

trading advisors (iialternatives.com, April 16 ).

In addition, the firm hired Tambe Barsbay as a quantitative
analyst. Barsbay started last Wednesdayand will focus on the

macro fund. Until recently he was at Georgetown University,
where he received his Masters in mathemacics and statistics.

Ex-Oaktree Analyst Joins Pacificor

Scott Seymour, former credit analyst at Oaktree Capital
Management, has joined Pacificor in Los Angeles in thesame
capacity, reporting co CIO Andrew Mitchell.

Seymour focuses on thestressed, distressed debt and special
situations space for the firm's Pacificor | and Il funds , and its
offshore version, said Kurt Benjamin, v.p. of business
development. "Bank debt looks interactive and we see
corporate defaults rising significantly into 2009," he said,
adding that there are tremendous opportunities in the space.

At Oaktree, Seymour worked on the firm's credit hedge
fund, primarily researching high yield and distressed
investments, and before that, heworked on the distressed team
at SAB Capital Management. Before graduate school, he was
an officer and helicopter pilot in the U.S. Army.

Pacificor is raising assets and is speaking with pensions
endowmentsand funds of hedge fundsas it seeks to increase assets to
$1 bil on from $450 million in the upcoming months, Benjamin
said. It wasfounded in 1995 and also hasan office in Santa Barbara.

Crestridge, Magnum Launch
Offshore Fund

Crestridge Capital Management has teamed up wirh Magnum
Funds to launch an offshore version of Crestridge Va/idus Fund
I, a lo ng/short fund rhar invests in leveraged exchange-traded
funds, or "ult ra" ETFs, as well as stocks. The Crestridge Capital
Long/Short Offihore Fund launched last week, seeded by
Magnum wirh $1 million , said Jason Allen, co-founder of
Cresrridge. Crestridge's domest ic long/short fund was up 19%
in the firsc four monrhs of 2008, which made che offshore
version an amacrive endeavor, said David Friedland, president
at Magnum. "It demonsrraced that the fund truly generates
non-correlated retu rs," he added. Magnum's principals are
South African and have significant contacts among non-U.S.
investors, providing C restridgewich an investor base char it
wouldn't otherwise have access to, said Allen.

Magnum will p rovide back o ffice support and markecing
while C restridge is rhc investment manager. Magnum will
receive 35% of fees on money it brings in ro the fund and | 0%

To recéveemail alerts or online access. call 8007159195
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Conqutllt Develop* US Hedge Fund
Fund Replications

.0-4116/2008

Conquest Capital Group’s developing a quantitative
strategy to replicate returns of long/short equity hedge
funds. This follows an earlier managed futures strategy
that emulates commodity trading advisors. The new
approach will go long and short US equities, just as
hedge funds do, using a systematic process and
charging lower fees, said Marc Malek, managing
partner

Marc Mo1+k

Conquest's managed futures strategy as exhibited 87-90%
correlation to the Barclay Hedges Newedge CTA Index on a
daily and monthly basis duringits fouryea track record It is
transparent and charges a 1% management fee with no
performance fees. It was up 10.42% for the first quarter versus
5.61% for the Newedge index. Itwas created in 2004 for an
Ivy League endowment

Additionally, the firm developed an approach combining carry
trades, which lend to be short volatility, with macro trades that
are long volatility, to produce a better risk/return profile. It started
managing the strategy April 1 for one client

In December, Conquest designed an agricultural commodities
strategy to hedge against the risk of stagflation. It was up 8.29%
for Q1 despite losses of 12.25% in March. The Dow Jones*AlG
Agriculture Sub-Index returned 4.01% for Q1

Separatly the firm's flagship macro strategy is up 60.07% since
June without leverage and aboul 300% with leverage. The
unlevered version returned 22 15%in 01 it performed well by
going short equity via options and futures. shorting the dollar
going long energy, precious metals and some bonds Malek
explained

Malek Is In advance talks with several prospective investors,
including funds of funds.family offices. large macro hedge funds
and multi-strategy shops. The firm's assets have grown by 54%
since last June to S569mmion from investment returns, new in
flows. and slrategy launches .
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Conguest Creates New Hybrid Program

By Jacob Bunge, Financial Correspondent
Friday, Ap 18,2008

NEW YORK (HedgeWorld.com)-Managed futures firm Conquest Capital Group earlier this month
launched a new trading program that fuses two of the firm's existing strategies and aims to profit in
markets both volatile and calm, according to Managing Partner Mark H. Malek.

Named Conquest Carry/Macro Blend, the new program combines the Conquest Macro FX Only
strategy with the firm's Carry Capture strategy. The former component is the currency-specific portion of
Conquest's $213 million Macro vehicle, focusing on high-liquidity currency pairs trading and managing
$20 million as a stand-alone fund; the lattercomponent is an older program focused on currency pairs that
are less frequently traded.

Both the Carry and Macro FX Only programs have traded separately since December 2005, according
to Conquest, and in that time they have shown a negative 5% correlation. The ideabehind creating a
hybrid program was to deliver better risk-adjusted performance across a variety of market conditions.

"With Macro, basically the strategy tends to be similar to a long-volatility strategy, whereas the carry
strategy tends to be muchless so," said Mr. Malek. "So when we put them together, the lack of
correlation between the two strategies, while both have positive expectancy, it makes a good
combination."

The trading done by Conquest Carry/Macro Blendis 100% systematic, and currently the hybrid program is
weighted slightly in favor of the macro component, although thisweighting is somewhat discretionary.
Weighting decisions are based on signals from the Conquest Risk Aversion Index, which determines
whether the current environment qualifies as risk-seeking or risk averse. At present, Mr. Malek said, the
firm is anticipating a risk-averse environment, a condition he said will probably last for sometime. The
weighting of the program also takes into account general foreign exchange market factors.

"We hope that it will do well under most market conditions,"” said Mr. Malek. "When volatilityis going up,
we expect Macro to pick up the slack and generate a lot of the returns. When volatility is going down, and
things are much slower, we expect the Carry component to do really well. Looking at the returns of the
strategy, both actual and hypothetical it's a very even distribution of returns."

One of Conquest's bank clients seeded the Carry/Macro Blend program with $5 million to establish a
track record, and the program launched April 1 after a relatively shortdevelopment period. The program is
targeted at institutions like banks, funds of hedge funds and family offices, and Mr. Malek noted that
currently it is offered only through managed accounts. Thiswillchange asitbuildsa track record, he said,
and a fund will eventually be built around it.




Planned Program and Q1 Performance

Mr. Malek also shed light on a new program Conquest is devising, a long/short equity vehicle that aims
to deliver what he terms "alternativebeta." Many hedge funds, he said, do not deliver enough alphato
justify their 2-and-20 fee structure, and the investor ends up paying a high price for returnsthat aren't much
above the rest of the market, if atall.

In 2004, Conquest tested this theory on the trend-following CTA industry, launching a fund that distributes
its positions evenly across different futures markets and across differenttime frames, while charging a1%
management fee and no incentive fee. Thisfund, Conquest Managed Futures Select, now manages
approximately $142 million and has returned 33.3% since inception.

"There are a few overriding factors that determine the returns of a CTA, and those are the time framesyou're
trading and what market mix you have," said Mr. Malek. "From most of our analyses, if you set those
factors straight and analyze the performance of the trend-following CTAs out there, you see little difference
in terms of their models." Most of the factor bets made by CTAs are cyclical in nature, meaning that while
one CTA may be up and another down at one point, in time their positions may reverse due to revolving
market trends.

Overtime, Mr. Malek said, the Conquest MFS vehicle has bested most CTA indexes on a risk-adjusted
basis, while maintaining an 87% to 90% correlation to those indexes and a volatility of 11% to 12%. He
said he sees no reason why the program's approach should not work with hedge fund strategies as well.

The mechanical trading rules-based system that powers MFS makes it more nimble than other products that
try to replicate hedge fund performance, according to Mr. Malek. Factor models, which seek to replicate an
index by duplicating its risk exposures, have difficulty capturing the uniqueness of various hedge fund
strategies, whereas the "FundCreator" method of replication, devised by Harry Kat at City University's Cass
Business School in London, carries too many uncertainties and

not enough transparency.

At the end of March, Conquest's $213 million Macro program was up 22.2% for the year, with much of the
program's 4.1% return in March coming from short-term, long- volatility bets, as well as currency positions.
The $142 million MFS program returned 10.4% over the first quarter, taking a 1.9% drawdown in March
due to losses in agriculture and base metal trades. The FX Only program was up 15.4% at the end of the
quarter.

Harder hit by commodities losses was the Conquest KCM Agricultural Commodities Plus Fund, which
launched in December and was up about 25% year-to-date by late February Previous HedgeWorld
Story. Despite a 12.3% loss in March, the program remained up 8.3% for the year as of March 31, with
about $93 million under management.

"March was a tough month," said Mr. Malek. "But that was somewhat expected after the month we had in
February, when it was up so much. | can't say that we saw the extent of what happened in March coming,
butin February, we saw that some of those moves were going totally parabolic, and a pullback would
totally be | order. As a result, we lowered the leverage on the strategy in February, and that helped a
little bit in March.”

Conquest, established in 2001, manages a total of $569 million.

JBunge@HedgeWorld.com

Story Copyright© 1999-2008 HedgeWorld Limited All rights
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FUND LAUNCHES

Conguest Ramps Up Portfolio With New Offerings

ew York-based
N Conquest Capital
Group, a $569 mil-
lion managed futures shop. is
building out its lineup with a
strategy launched this month and
two others in the pipeline.
TheCarry/Macro Blend Strategy.
which debuted this month. is a mix
of the global macro foreign
exchange portion of the firm's
Macro Fund with the older Con-
quest Carry strategy.

”We noted that. by basically

combining the carry strategy with
the foreign exchange portion of the
Conguest Macro strategy. we can
have a much better risk-adjusted
return profile”, said Marc Malek,
managing partner.

According to Malek, each sub-

strategy of Carry/Macro Blend
trades its own set of developed
market currencies. with the specific
pairs traded determined by the
strategy's liquidity requirements.
The Macro FX component trades
only the most liquid pairs among the
G7 currencies, whereas the Carry
component capitalizes on its reduced
trade frequency to extract value by
integrating  selective Kiwi and
Scandinavian exposure to enhance
performance.
The strategy was seeded by a
bank and launched with $5 million.
In addition. Malek said the firm is
currently working on a systematic
U.S. long/short equity strategy and
an alpha extraction strategy. which
will offer investors achance to
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capture the alpha from trend
following and not the beta.

Conquest currently manages the
$213 million Macro Fund, the$142
million Managed FuturesSelect and
the  $93  million  Agriculture
Commodities Plus Fund. in addition
to various other strategies in
managed account formats. Last
quarter. Conquest's three funds
weathered the volatile market
environment quite nicely returning
22.15%., 10.42%
and 8.29%, respectively.

Malek said the Macro Fund is
intended to-show alpha in periods
of volatility," not only because the
environment has gotten better, but
also as a result of changes that the
firm madeto the portfolio in March
2005.
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Calif. _StartQUp Breaks Even On Long
Energy Bets

Sacramento, Calif-based Stowe Partners, a hedge fund firm
founded by a former geologist, has avoided the carnage caused
by the credit crisis by taking long bets in oil service companies,
refineries, natural gas, and water-related investments. The fund
began trading on June 1, and through July 31 was able to break
even with 0% returns.

Founder Michael Keenan admitted he was mildly disappointed
with the returns. "Obviously, the desire is to be positive," he
noted. But market conditions have been difficult. "It's a heck of a
time to launch afund [with] extreme volatility back and forth," he
noted.

In addition, he has gone long transportation stocks, which he
said are correlated to theoil sector. He isshort the S&P 500 index,
but was seekingtogainslight longer exposure asAIN wentto
press.

Keenan is surprised that two of the major commodities his
fund invests in-gold and silver-are flat considering inflationary
pressures.I’m puzzled byit" hesaid."[But]the marketiswhatit
is. It'snot going down, but it's not really going up.

wwv,111allernatlllescom

<+under The Hood: A/N's look inside hedge fund strategies

Altermitive I11vesime111 News

He has avoided leverage so far,since most of the "hedge funds in
trouble are the ones that use leverage." Keenan runs the fund with
parnler Je remy Olen (iiatlemarille,.com.4/20).

Long Vol Bets Pay Off For Conquest

New York's Conquest Capital Group returned 11.57%iin its
ma.cm strategy last month asvolatile financial markets played
intothe firms hands. "The way we made our money was by
being longvolatility," said Marc Malek, managing partner.

Each of the fund's three sub-strategies-counter -trend,
short-term, and trend-following-was profitable, with 90% of
the returns coming from foreign exchange, fixed-income, and
equity)' indices, according to the firm's letter to investors. Of
these three sectors, foreign exchange was the most profitable,
contributing 5.16%.

The firm has been accepting a major dislocation in world
financial markets since at least February, when it told investors to
expect "significant pressure" on equities, due to a mispricing of
risk (iialternatives.com,3/9). But July's events we’re just the
beginning, Malek predicted. "As this sort of situation evolves. it's
going to set in motion large movements in the market," he said.

Alexander Kotchoubey
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WHAT THE SMART MONEY'S DOING

Conquest Capital Group

By Mack Frankfurter

page-12

Proctor Investment Managers’ newest strategic partner
is Conquest Capital Group, an alternative asset
management firm with approximately $380 million under
management. Conquest, which offers five investment
vehicles specializing in the trading of futures and FX
markets globally, is headed up by Marc H. Malek who is
backed by a strong quantitative team.

|

- Marc H. Malek -

A key driver in Proctor IM’s decision to acquire a stakein
Conquest had to do with its proprietary research in the
area of managed futures and beta replication strategies. Simply stated, Conquest is
on the cutting edge of exotic beta product development.

Hedge funds are in the business of selling ‘alpha.” Increasingly, however, investors
have been questioning the portion of hedge fund returns attributable to alpha.
Taking that line of thinking, the next logical question is how to identify alpha if you
don’t have an appropriate beta against which to measure certain types of alternative
trading strategies?

“That's really the heart of the problem; the 500 Ibs gorilla in the room,” says Malek,
who started his career at Salomon Brothers and later joined UBS to become
worldwide head of its Exotic FX Derivatives Group as well as Executive Director in
charge of FX Proprietary Trading in Europe. “The whole notion of alpha is kind of
funny. My checking account has alpha to my hedge fund, and vice versa... with
positive expectancy, hopefully.”

It started with Conquest being frequently asked by many of the fund-of-funds what
their alpha is. I ran a derivatives trading desk at banks; no one ever asked me
about my alpha. So when I looked up the definition of alpha, it became very evident
that you cannot intelligently talk about alpha if you don’t have the right beta,” says
Malek.

With a mathematics degree from Reed College, an engineering and applied science
degree from Caltech and a background in neural networks, Malek and team set
about figuring out something that described their beta—in an effort to determine
their alpha. When they applied it to the rest of the managed futures world, they
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were surprised to see that it actually explained the returns of “virtually every single
trend following CTA [commaodity trading advisor] with the exception of a few,” says
Malek.

That research caught the attention of a major endowment at an Ivy League
University, which was trying to get a foothold in the CTA space. They asked
Conquest to build for them a beta program focused on managed futures trend
following strategies. “There are various sides of CTAs,” explained Malek, “the space
is overwhelmingly made up of the trend followers, and then on the periphery you
have a few people that do different things.”

The idea of hedge fund replication is a hotly debated one in both academic and
hedge fund circles, but the real action is in the rush to package these so-called
“exotic beta” strategies. In the past year investment banks such as Goldman Sachs,
JP Morgan and Merrill Lynch have also introduced programs designed to “replicate”
hedge funds.

There are two questions provoking this new industry phenomenon. First, are
supposedly skill-based returns actually just a function of a particular investment
approach? Second, why should investors pay two and twenty for a trading strategy
that is replicable?

“There is a process that every fund within a sector is going through that drives the
correlations,” explained Malek. “High correlation of all the hedge funds in one sector
means something. It means that they are all doing something in common.”

Yet, while Malek does believe that hedge fund replication is feasible, he also thinks
efforts such as factor modeling or pay-off distribution, which some of these new
hedge fund replication products are derived from, are doomed to fail.

...continued
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The factor modeling method uses a regression procedure to weight the component
factors and construct an algorithm with the goal of replicating a hedge fund index.
The approach was originally developed and documented in an academic paper by
William Fung, principal at Paradigm Financial Products, and David Hsieh, Professor of
Finance at Duke University.

Harry Kat, professor of risk management at London’s Cass Business School,
developed the method called “pay-off distribution.” His approach “aims to provide
returns with predefined statistical properties.” Unlike factor modeling which
“attempts to generate the same month-to-month returns” as a given fund or index,
Professor Kat is looking to produce “returns with the same statistical properties as a
given fund or index.”

Barclay Capital also recently launched its first hedge fund replication index based on
the idea of integrating what they considered the best of both approaches above.

Malek argues that these approaches are nothing more than back-fitting, especially
when done on a high number of variables. “You cannot take the creme of returns,
and have no idea how it was generated, plug it into a matrix, that has the price of
oil, stocks, currencies, and come out with some sort of multi-variable equation that
give you the weight of the factors historically which would have generated these
returns,” he explains.

Conquest’s approach, on the other hand, is based on what it says is a transparent
set of “extremely simple trading rules” purportedly suited to replicate, in the case of
its MFS exotic beta product, a generic managed futures trend following strategy. You
don’t duplicate a strategy being an outsider, says Malek, “you do it the same way
that traders in that strategy are doing it... by knowing as much about that strategy
as people who are doing it.”

Not surprisingly, each of the proponents of these approaches—factor modeling, pay-
off distribution and Conquest’s mechanical trading—claim to best capture or
replicate the hedge fund index they compare themselves to. In the case of factor
modeling or pay-off distribution, back-fitting raises the specter of optimization and
makes these methods “very controversial” as far as Malek is concerned.
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three years of walk forward actual performance to base its claim of being
approximately 90% correlated to the S&P managed futures index. But this still
leaves open questions about the veracity of hedge fund indices to begin with, the
methods and parameters used to develop the “exotic beta” trading rules, as well as
the validity of measuring Conquest’s other funds’ alpha against an index of their own
creation.

With respect to the development of Conquest’'s mechanical managed futures trend
following system, “you cannot get any simpler than what we have created. It doesn't
have any other hard coded parameters. It basically says that trend following
happens anywhere between 5 to 200 days,” says Malek. "We could spend two more
hours talking about what makes a good back test and what doesn’t. What I can tell
you is that this is not a theory anymore, this is something that we have been
running for over three years.”

All said and done, by only charging a one percent management fee and no incentive
fee, it is obvious that Conquest’s objective is to become an exotic beta juggernaut
by producing exotic beta products for managed futures as well as other alternative
investment strategies. "What is interesting about it, now we can allow people, to go
long or short a trend following CTA,” proposes Malek launching into another cutting
edge idea.

The industry has come a long way. “Unlike ten years ago when the hedge fund
space was somebody with a bright idea, and dealing with investors that come and
put their own money with you if they like what you said,” Malek recalls, “over the
last ten years a lot of the risk that use to be taken at prop desks and banks has
been outsourced to hedge funds. Institutions like institutions. They don't like two
guys and a bright idea.”

This is the basis for Conquest’s involvement with Proctor IM. “I'm not a marketer,”
says Malek, "I have a very quantitative background. They have a very large
distribution team that they plan on growing. Meanwhile, I can bounce things off of
their legal department; I can rely on them for seed money for some new ideas. It
gives us an association with a much larger institution. That I think makes us more
stable. It gives us more credibility.”

With respect to their managed futures beta product, “if you look at it on a gross
basis, some of those trend following CTAs do actually provide some alpha, but no
one does after the two and twenty charge,” explains Malek, adding that he thinks
“trend following by itself is a negative alpha proposition after fees, the same way
most mutual funds are negative alpha after fees.” That's why Conquest priced their
MFS product at 1% management fee for the first $250 million. Once that class is
filled, however, they plan to open the next class at 2%.

“The market is very simple—you have risk and return,” says Malek. “"Only way you
get compensated is for assuming risk. Now every once in a blue moon, you get
somebody who knocks the cover off the ball and is a true star. But ninety-nine
percent of the time, you basically make the money the market is willing to give you
for assuming risk premium.”




29.06.2007 Proctor Investment Managers acquires 17.5% stake in alternatives firm Conquest
Capital

Proctor Investment Managers LLC, a strategic private equity investor providing capital, marketing, and
management solutions to investment management firms, today announced a strategic partnership with
Conquest Capital Group, a New York City-based alternative asset management firm specializing in
managed futures, long-volatility and beta replication strategies.

The partnership with Conquest marks the seventh for Proctor since its formation in January 2006. “We
have been fortunate to have attracted a number of high-caliber affiliates, whose AUM growth - from $4.7
billion to more than $8 billion in 2007 alone - is a testament to the strength of their strategies and
performance,” said James C. Coley II, Proctor’s chairman and CEO.

Conquest Capital Group, which launched the first successful managed futures index replication- based fund
in 2004, has approximately $380 million in assets under management. Under the agreement, Proctor has
acquired a 17.5% equity interest in Conquest for an undisclosed sum. Proctor will become the company’s
strategic sales and marketing partner, and Mona Aboelnaga Kanaan, Proctor’s president, will join
Conquest’s management committee.

“In addition to its successful history of providing alpha generating strategies to clients, Conquest Capital
has been a pioneer in the replication of hedge fund strategies and the development of alternative beta
products,” said Ms. Kanaan. With a reputation for ground- breaking research and development of
proprietary quantitative models, Conquest has developed a broad array of differentiated investment
strategies for investors seeking exposure to managed futures, foreign exchange or long-volatility. In short,
Conquest represents the innovation and growth potential we seek in an asset manager.”

Ms. Kanaan added, “As we work to broaden our range of alternative investment products, this partnership
marks our first investment into an alternative firm specializing in single strategies. Conquest’s research in
analyzing the systematic sources of hedge fund returns has resulted in the firm developing transparent,
investable products that replicate and economically capture hedge fund beta, complimenting their existing
product line. We look forward to helping them accelerate that growth.”

Conquest Capital Group Managing Partner Marc Malek said, “Partnering with Proctor Investment Managers
gives us a value advantage in the alternative investments market. Their strong distribution and sales
capability will enable us to concentrate on what has made us successful to date: conducting research,
creating new products and developing solutions to the alpha-beta problem.” He noted that Conquest has
already raised $100 million this year.

Mr. Coley added, “"We believe that Conquest ‘s hedge fund beta products will continue to push the debate
on beta versus alpha performance in the alternative industry. As of June, Conquest’s managed futures
strategy has one of the longest industry track records and live validation of the alternative beta approach.
We expect significant institutional demand as we begin to globally roll-out this strategy -- along with their
existing products -- with Conquest’s management team.”

Proctor will provide expert institutional and intermediary sales, marketing and client servicing to Conquest
Capital Group, fostering the growth of the firm and building value for both parties.

Launched in 2006 with the backing of National Bank Financial of Canada, Proctor Investment Managers is a
strategic private equity investor in high-caliber asset management firms. As a strategic investor, Proctor
allows firms to meet the demands of an increasingly competitive and demanding market environment by
providing capital, global sales and marketing capabilities and industry expertise. Proctor has partnered
with a diverse group of firms that manage over $8 billion of client assets in traditional and alternative
investment products. For more information, please visit www.ProctorIM.com.


http://www.proctorim.com/

PROCTOR IM TAKES EQUITY STAKE IN MANAGED FUTURES FIRM

2007-06-28
Elana Margulies

NEW YORK: $8.5bn private equity investor Proctor Investment Managers has taken a 17.5% equity stake in New York 's Conquest Capital Group, a $380m managed
futures manager which also specializes in long -volatility and beta replication strategies, according to Proctor CEO James C Coley II.

Coley declined to comment on the dollar amount, but said Proctor, which provides capital and marketing to both alternative and traditional investment
management firms, decided to take an equity stake in Conquest because of the uniqueness of its strategies.

Conquest ’'s maiden CTA offering, the $100m Conquest Macro Fund, is a short-term trend follower, compared with the others that are long-term trend followers.
Coley added that Conquest ’s beta replication product, the $250m Conquest Managed Futures Select (MFS) deviates from others because it replicates
strategies quantitatively, compared with those that use factor models.

“Conquest has strong proprietary research it has developed through unique models,” Coley said. “As the debate between ‘what is alpha and what is beta’
continues in the hedge fund arena, it is clear that institutional clients will push for greater transparency and understanding of the various options in hedge fund
replication. It is our belief that Conquest's differentiated investment process is a superior solution to those seeking these traits over the so called ‘black box ’
index replication models. ”

The Conquest Macro Fund, which has a track record since May 1999, trades 29 FX, fixed -income, equity index, energy and metals markets on a systematic basis. The
markets encompass various geographic regions across asset classes, with liquidity being the main focus. The fund’s year-to-date return through May is -7.77%. In 2005
and 2006, it returned 6.95% and 8.04%, respectively net of management and incentive fees.

The Conguest MFS replication strategy consists of 20 breakout strategies ranging from five days to 200 days and applies these systems to 55 different FX, fixed-income,
equity index and commodity markets on a systematic basis. Its year-to-date return through May is -0.69%. In 2005 and 2006 it returned -2.29% and 10.94% respectively,
net of management and incentive fees.

Marc Malek, managing partner and co-founder of Conquest, said he created a replication strategy due to the request from an Ivy League endowment.

“We started a programme to replicate the managed futures indices that replicates the industry with close to 90% correlation by only charging a 1% management fee, versus
the 2/20,” he said. “We are able to provide a much more superior trend -following product than the typical trend -following CTAs.”

The partnership with Conquest is Proctor’s seventh since inception in January 2006, Coley said. It most recently took an equity stake in Explorer Alternative
Management LLC, an over $100m New York -based fund of hedge funds that invests in emerging managers.

Coley said the firm expects to complete two to four deals per year, the majority of which will be in alternative investments, and is eyeing partnerships with long/short
funds, emerging markets strategies, distressed debt vehicles and fixed -income portfolios.
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Proctor/Conquest: Pushing the Beta Debate

By Christopher Faille, Senior Financial Correspondent
Thursday, June 28, 2007 6:07:37 PM ET

NEW YORK (HedgeWorld.com)—Proctor Investment Managers LLC has acquired a 17.5% equity interest in Conquest Capital
Group LLC, an alternative asset firm that specializes in managed futures, long-volatility and beta replication strategies.

That equity interest isn't just an investment, both sides said, but a strategic partnership. Proctor —which was launched with the
backing of National Bank Financial of Canada in January 2006—provides capital, marketing, and management expertise to
investment management firms.

"We believe that Conquest's hedge fund products will continue to push the debate on beta versus alpha performance in the
alternative industry," said Proctor's chairman and chief executive, James C. Coley Il. He praised Conquest's managed futures
strategy as live validation of the beta approach.

Conquest's managing partner, Marc Malek, was equally enthusiastic. In a statement Thursday [June 28] he said that Proctor's
"strong distribution and sales capability will enable us to concentrate on what has made us successful to date: conducting
research, creating new products and developing solutions to the alpha -beta problem."

The "alpha -beta problem," much discussed not only among practitioners but in a body of scholarly literature, concerns
customization of investor exposure to both market returns and manager skill, and the separation of those two issues Previous
HedgeWorld Story.

Conquest and Proctor made their connection due to personal ties, Mr. Coley said in an interview. Proctor's president, Mona
Aboelnaga Kanaan, "has known them [Conquest's executives] for a long period of time." Ms. Kanaan will join Conquest's
management committee.

Before Proctor, and starting in 2002, Mr. Coley was at Overture Asset Managers LLC, also a New York-based firm. Before that,
he worked on Wall Street for 18 years in fixed-income sales, much of it with Morgan Stanley, he said.

Conquest Capital was founded in 2001, and launched a managed futures index replication-based fund in 2004. In 2007, it has
approximately $380 million in assets under management. It offers five investment vehicles, and boasts of a strong quantitative
team with published work in the areas of volatility, alternative beta, and risk aversion.

CFaille@HedgeWorld.com

Story Copyright © 1999 -2007 HedgeWorld Limited All rights reserved.
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Securities & investment banking www.financialnews-us.com
Canadian firm buys stake in hedge fund

Heidi Moore
29 Jun 2007

A Canadian private equity fund has bought its seventh holding in a hedge fund as alternative investment firms continue the rush to sell stakes in
themselves while high valuations are the rule.

Canada’s Proctor Investment Management took a 17.5% stake in Conquest Capital Management, but did not disclose the amount. Proctor is
an 18-month-old private equity group that invests in hedge funds and alternative asset managers. It contributed to seven firms before
Conquest, and four of those have been equity investments, said Jim Coley , Proctor’s chief executive officer.

The aggregate assets under management of Proctor ’s portfolio of firms grew from $4.7bn ($3.49bn) to over $8bn in 2007, Proctor said.

The stake in Conquest, which has about $380m under management, marks Proctor’s first investment in an firm that specializes in a single
strategy. Conquest launched the first managed futures index replication-based fund in 2004 and specializes in beta replication, or imitating the
absolute returns of certain funds, as opposed to returns measured against indexes like the S&P 500 .

Proctor looks to invest in two to four firms a year, Coley told Financial News. He noted that Proctor has avoided the high prices paid by other
stakeholders in hedge funds because it buys interests in small firms, not the giants that draw more attention and dollars. Coley said: “The prices
of Fortress and other initial public offerings are not affecting the valuations of smaller firms.”

Bankers expect between 10 and 20 alternative asset managers to float within the next 18 months, with potential deals from Citadel, Avenue
Investment Management, Perry Capital and DE Shaw.

Hedge funds have been keen to sell stakes in themselves because of high valuations in the industry at present. More than 25 alternative asset
managers, including The Blackstone Group, have raised at least $15bn in the past 12 months by selling either minority or controlling interests in
themselves, according to research by Financial News and US corporate finance adviser Freeman & Co.

Of the top 10 independent hedge fund managers, four - including Bridgewater Associates, Citadel, Atticus and Campbell - are considered to be
“eligible” for investments or sale, according to an Institutional Investor survey of fund managers.

Investment banks have been particularly avid investors in hedge funds. Morgan Stanley has bought five alternative asset managers, including
FrontPoint Partners, and Lehman Brothers has taken minority stakes in six. Earlier this year, Citi paid $600m to buy Old Lane Capital and
promoted the firm’s founder, Vikram Pandit, to head of alternatives for the bank.

This document is for your personal non-commercial use. Any further copying, reproduction, distribution is strictly prohibited. To obtain permission please
contact reprints@efinancialnews.com © Copyright 2005 eFinancialNews Ltd

Founded in 2001, Conquest Capital Group is an alternative asset management firm with approximately $380 million
under management. It offers five investment vehicles, specializing in the trading of futures and FX markets globally.
Conquest Capital Group has a strong quantitative team with published work in the areas of volatility, CTA analysis,
alternative beta and risk aversion. For more information, please visit

Article source: http://www.conquestcg.com - Opalesque is not responsible for the content of external internet sites
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At A Crossroads?

Conquest: Expect 'Significant Pressure' On Global Equities
March 9, 2007

The coming months will witness "significant pressure" on global equity markets, with fixed-income markets
rallying due to interest rate cuts, anticipates New York hedge fund manager Conquest Capital Group. "I think
basically risk aversion has been sold dramatically over the last few years [and] there is a tremendous amount of

leverage in the system," said Managing Partner Marc Malek, who espoused these views in a letter to investors.
"That is going to change starting this year."

The firm does not write monthly market commentaries, except when "a major crossroads in the markets" warrants
it. "We believe we are at such a crossroads now," Malek wrote. With manufacturing heading into a recession and
housing data "going from bad to worse," the consistent theme is a turning of the tide in the U.S. economic cycle--
none of which has been fully priced into equity, credit or commodity markets. "Housing data is going to be the key,"

Malek said. U.S. consumer consumption, fueled by home equity leverage, is effectively responsible for having
kept the world economy humming.

This will change as central banks' tightening efforts take hold. The U.S. Federal Reserve kicked off this cyclein

EREDE
June 2004 but "it takes some time to wake up from a drunken stupor. We are there now." The ensuing pressure : L <l
on equity markets, along with a broader economic slowdown, will cause central banks to reverse course and - p I
lower interest rates, which will in turn boost fixed income and "cause a massive drop in the USO." As a result,
"over the next few months there are three major trades: equities lower, fixed income higher, and eventually, a ( P
massive USO decline.” -
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Conquest Capital Group

is developing a quantitative strategy to rep cate returns
of long/short equity hedge funds. This follows an earlier
managed futures Strategy that emulates commodity
trading advisors The new approach will go long and
short U.S. equities, just as hedge funds do, using a
systematic process and charging lov.er fees . said Marc
Malek, managing partner

Conquest's managed futures strategy has exhibited 87-
90% correlation to the Barclay Hedge's Newedge CTA
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Behind the Money

Studv Relates Risk Climate and Returns

By Christopher Faille, Financial Correspondent
Monday, November 14, 2005 1:14:55 PM ET

NEW YORK (HedgeWorld.com)—A recent study indicates that most hedge fund strategies fare better within risk-seeking market
conditions than they do in risk-averse conditions, and that this sensitivity to the surrounding "risk regime" explains the recent run of
hedge fund success.

The converse proposition, then, is that an increase in risk aversion, one which would manifest itself in wider spreads and more
expensive options, would bring that run of success to an end.

The new paper by Conquest Capital Group LLC, New York, distinguishes five different sorts of risk, each of which generates a
premium—i.e., an extra level of compensation for its assumption. The five sorts of risk are: illiquidity, credit, emerging market
events, currency exchange volatility, and equity volatility. Since these premia are of variable quantities, each has its own market
measurement ("metric"). Respectively, the five corresponding metrics are swap spreads, corporate bond spreads, emerging market
bond spreads, FX implied volatility, and the Chicago Board Options Exchange volatility index (VIX).

The Conquest risk aversion index is a binary one, based on these five metrics, taken day by day. If at least two of the five indicated
a heightened risk premium on a particular day, the environment is said to have been risk-averse. If four or five showed low risk
premia, the environment was risk-seeking. Considering all the days since the index began in January 1997, the percentage of risk-
averse days so defined is 30.9%. Considering only the period from Oct. 1, 2002, to Sept. 14, 2005, though, the percentage of risk-
averse days is much lower, 10.1%.

For convenience, Conquest then clustered days into months, treating as risk-averse any month in which more than half of the days
were risk-averse. It then discovered that the only hedge fund index that performs better in risk-averse months than in risk-seeking
months is the CSFB Tremont dedicated short index, which also is the only index with a negative "information ratio" (return divided by
volatility) overall.

Managed futures, likewise, do better in risk-averse conditions than in risk-seeking conditions. Managed futures are also "robust,"
meaning they can yield positive returns under both risk regimes.

What follows from all this in practical terms is that investors might be wise to guard against a change in risk regimes by allocating
some portion of their portfolios to managed futures.

CFaille@HedgeWorld.com

Story Copyright © 1999-2005 HedgeWorld Limited All rights reserved.
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i fund comparmy kmow nfor s nnovacy e Her ol Index Samsde,

v estable indices cla
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A, S e ey o 3 tmed e raes
Ernmchesd Epdex Abeolume Renam Fund.

Eydex blls fis now fand a5 a quancoacreely diven, mlo-s16
ey hedpe fund in a manad-fund fomar The lovescmenr goal
wihich |x 2 fiesn for 2 momiasl fund, & penemcng “remm and sk
chamrme st of che hedge fund mivers,” axonding oo the pro-
spromis. Thene e 4 momiber of merual funds than paarsne hadpo
fund-Hie: srrasegries, =ach 25 markerneucral and long-shom, b
Eypdex Absohne Rerm &= dhe S muonisl fund 1o quasmrd ey
purexs: muitple hedge iund syles under one nood.

As the labol implies, quancianhe-based simeegies am dismn
guishisd by a skvish depemdeno? o (omERer models. & dulfer
ent madel prevails with the fmoware of Ivesmble Badge fund
Indscrx, 'w hich mrack benchmamios paisishesd by S1andard £ Poors,
MECL Dow fones, CEFRTremon and mthers. The SCF Hedge Fund
Indax, for exaample, 15 comprissd of moaghly jo hedpe fands. Ths
Fooes om individual hedge hond manapers makes che first e
able tndices comparabie, 3 kas sapericially, 1ot crdaiona)
Eeedgr fund of fomds—a dar cider sy tar also seeks oo ol
adreersifed mix of hedge funds, albeir by ehying om 2 qualicid o
apprmach vo picking funds.

Imiesting in muliple mazagers and rpaciagng te siranegy
im one fund could handly be more: dissimdlar from 2 quanc-syed
wiew of hedpe fands. The lamer 15 aworld w hese compuners iden
rify and chen spiv o niles for producing the famors, or ok
imescmemt characreristics thar define a ghven scramegy. “In's
Iryleg o capnae the Rmm sieam, Bascally the B, of
Imdex, " Jusain Dew, a senior hedge fund specalist ar Srandard
& Poor's In Mew York, srs of quant-based indecing for hedgo
fonds. ¥ mempas @ recrearing the Boma of cermain hedge fund
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I Jet are Beoom g mods and mose poplar”

Jefl feeeph, managing disecror of Fpden Caprlial Panness, profers
he parmn sk DHoesod beas for desoribing e fooms of his fimms Ak
eodue Betum Fund. Bur chix isn't pour father’s Bem than dicaies
the mechanics in ranning comyenonal ogary indioes Hiethe S0P
Foc. “linlk: going long caly, skill-besed braas requir kyerg,
ierte iy s amed or shoring oo exenme, and thar's wiry pour ppd-

imeesmior cm'n oo i° eseph axplains. “Bun they's =il beras.”
Abeciun: Reoam Fund's Bes e spmd 2o Sk cansgones:
% - Inc i arterage, kongUshon squity, merper annimge, mar
neunsl, aamencdes and commodinies.
T s o oormpraners for o e by and sl decions i hand
new, although quantimoecly mpbicrng 1 brod ssah ofakema
trremmien Eedls = ety 4 new amfal oo che fnanca] some.
P O, C 15 0T O EXeio : ML |15 Manageme T,
i Princeion, Mew Jersey ©ompemy thar's Been quietly inning
cubk index of managed fomims perf e o msmaonal
esiors since 13 Roaghly it Bdlion is omrendy macking the
Imdic, sy E Eary ke, =nioryie prsidem ar Moum lnce. The
i diversificd among 23 fomes markers in oumencEs,
odaries amd el imcomae, and the Sisnegy allows for going
ong of shom ineach groap, depending on made mends.
“We'veaiw s beliored chere's a bera 1o hadge fund imesting,
bexdgr: famds dom'tw ann el you than Beamse thar woakd
: with thedr incemiee fee,” b comends. ML Tounders,
[arinman Framk Vanmorson and Frosidem Tomooy Rudderow, b
thar a s index shoukd demorsarane che renims of an Fser
e Thar's indepemdenn of manager =il Ixconminoes. B them's
1 T oo hivw e o can charge Tor such 2 servioe. Aocordingly,
he price: of thie ML Index & mo meom tham 2 M 7% e poins.
The s of fees ulomarely finds fsway o any disasson of
bl Bxdge fumd indices, 2 Ralm e promors imell a5 1
IR less exomsdve ey 1o hedge-fond k. I 2 sensitve sabjact
o 2 iy thar othemy s fastifios hefry foeos by doming
e fumids em e in i, or manager skl Prdiorably, e quan
gecsd ke s D oo differ, asquing char bea ma ke up the Bulkof
e funid rereTe, amd =0 beta pridng shoulkd be the nom.
“There's mod bera than alpha in [Bedge fond | ROmms,” sy
Yarger, wivo heads the rsesh division of Panmers Group, 1
10, Swirneriamed firm than weoendy oeansd 3 quank-driven mus
sraneqy imiesrabie hedge fand prmsiuc thar charges no mone tham
1.5 peErmenr . “Fou @n acnelly mioded | hedge fomd] e qume
L Omcey ou cam modied fr, you cam repiice it pesstvely and cm
- zotid bemchmarks and imvesomen vehickes den mplicar: hadge

FERAUART JI08 WELLTH MANLEER

fuunds chooagh cholr et o pose: "

Tha new Evesed] of quant-ooiemed hisdge fand ndieers coivcines
bcith ek ool Baschge Pramid s amad che first genemarion of mestabic
hedge fund indice= The formerane ll poo ofen Charging dor aipka
i de'livering bz, goesihe complaine. Meamy ke, bulkding in-
vesrlbie hesdge fond ndices By imeescng Inavameny of indtridual

managers 1s inherealy mispusded ar amy price, runs the other

JUT DELIVERING BETA, EUESTHE EIIHPLHH'I'

charge. Conquest Capials Malek srys thar Bdiding a managed fu-
s index By parhasng ol hedge funds is 2= mEnihommsd a5
o “pREEe” SRR 1Y I 10 2P0 the Squity marker's RO
by ow ming a mix o acrively masaged sock mumnl funds.

Exill, some argue than the Ars geseramion of imesable hedge
fund indices has avalable rede 1o play Doe mason, SEPs Dow
insims, 5 thar smme hedge fund smasgics an't ke qandmiely
modeled. A5 a real, manager-tessd mdoing offens Saegs
than & ofTHmes 1o aank-nin ndiees. When's mon, Jaam-basasd
indexing is unmrmad, Iew adds.

Arzach, moone mally knows i modeling and then buikding an
imesiabe index of mulripie beder fond becas will =xrred asa
lomg- 1ern proposioon. As the skepoics Bie 10 pols our, quant in-
dexing I comphcurd snf, which drerws chamges from some tha
thi: STy &= wally jo= 3 biack box of ancemancy

Inanmy case, separming slpha amd bem emains popaks in che
imrestment indunsy genemlly, and the rend doemm'tend ar de
doommep of Al M Tresimes. “Hadge fund Ben. srmcgies
cleary rsemble mdidona inds fund SRSEES, I8 WECINWIDR
nules for kaow 1o implement them, and these rales a0 0o seoeL”
wrote T A sness, managng! foanding princpal of AQE Capinl
Management, 1 quam-orienoed hedge fund in Greemaich, Comm,
in chee Fall 220y, temac 0fThe rsol § Porgolis Moo,

Samply pan, Ir's moa geing any eaxier o dismiss the modon
of hzdge: fund bems. “Theomoically, chere'’s enoagh research om
thiw om hiow y o can renmrraively Rpticie helge fond S
gies,” 5% Thomas Schnoew o, 4 Eolessor an the Unkersoy of
assacimse s, Amberst, and diecor of the insodosmon’s Cenier
for Imemanonal Seamides & Derhaoes Markes.

One of the: sors of =ach ressarch is Dawid Heieh, 2 professorof
finanice ar Dk nv ersiny w ho's smodied so-calied facror models for
hadge funds. Among his Snd ings an: than seven Do explan 5
mmuch 2 Ba percent of momhly renormyaraions in dfsersifiad bl
fund porfollos, aconcheson disoussed in e amick: he oo-anhoesd
thar was pairtishod in tee Sepremiber Dot 700, Finascold napds
jszmal Wit Mosoge moemily sk Hsieh ifsuch 2 Anding pro-
rikad the: st for munmang fam o bt hid pe fumds. Inan amail 2



sponar, heepled ten the seven-Tarror mode was 4 sEning poim
fer “underaamding the oyl sk o boedge funds

Malang the: eap from thisory 1o rea b wosd money T NEgeme m
15 =l permscus, Hsleh adds. “I the objertree & 1m0 replicans haioe
Ml re s g some qpandae mosded, by ould sy char the
amsrwer |5 srllwery much wpin the e "

One profriem, aconding o Hsled, Schneow o5 and others who
oiierwise e che mimenoe of hed e fund Teoors, 15 thar =ome
straneies kend chemselves 10 quanmaiye modeiing, ur some

don't. The iy e approach is “very appiiciie rod cerain
s ol sTRueTies, oot po chers,” agroes Barmy Cobrin, president
of Trmont Capiml Mamagement, 3 Bye, M.T- ased hedge fund
consulancy and badge fand of funds manager. Rydex's fosph
conaars, nocing char =everml hedge fand siragies, suchas global
T, &t et in s A bsobare Bemm Fomsd

Bur Tor those hedge: fund/managed faees sicnegies thar can
b generaied quanoraereely, thie ceee Tor 3 quane o i oo
peiling, ar least on paper. Than's andy bocmse the comperidon
among hixdge funds penenlly &= growing, I, &= some smacgiss
ppraficr, hessge fund reparns wll diminish 2 more dollars dese
periomans, the mhafrely expensive parh oo ieesdng in the
alemantve space e By dex, Conguest and Moum Lacas Manage
mezr offer may find 2 g adicna.

Malek sums up the oppomanity by opining, ©] chnk the heige
Mo word L mipe Tfor a Vanguand of hedge funds "

‘Whether quant besad hadge fund tndoey ng fafls or succeosds |
for che ime being che P werse of Umeestabile hesdpe fomd indice=
= ms 0o b in che cross baims of a new grocemcion of indeing up
sars. “The v emalike indioes oo e fght mew haee nothing oo
dowith extrcing msk premia,” dleges Tacger. “They re basically
i bunch of managers Being pulled popedher, In 3 mone: oF S5 ran
domway. They w much mon: fond of funds dean indios "

Ir's imciear & the marker will =rep ihe progresstee view of thi
Baepers and Makeis or mke 2 more moanced e by agresing
tha the eatier genemion of invesizblke indices have medl nex
o fhear guanc-basd aiemarves. Ryde, for one, has an mcsty
phllo=opiny, offering Both a mamager orenoed fond of fomds forin
et inelecing v ia frs Sphire Fund fwinich mracks the SEP Hedar
Fund Indéx ) and s new quane rem Sbeciune Renam Fund.

Mo marter the debare over who's por the bemer nadex fond, this
maxch seems ciear Thene's 3 grow ing acrepnoe thar hedge fund)
betas o and char dhose becas can, 1o d degree, B explolned In
the read workd The real debese will cenies on Bow DBest oo G
this=e bems, and ten promises 1o be 2 long and imcrasingly mo-
mica] desrisson abea imple menamon

Izrde img ol mary e abom kverging simplicicy and effH
ciency on Behall of enhanoed fsk-adjused reoams, B no one
o if s passtve meesimgs ceoharion woukd be casy.
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For Our Next Trick
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Fopai=m |r sprading o the comvemible by marer 15
wil. ko, forone, beieves thar comeerdbie bond ariblmge: 154n
irrraiabe b esmen Aamiegy thar should be svallable to awider
s 2l of rersors. "By overy maosan ol is k- st dievi o,
Heaml-varanoe dow nside veolamiiimy, sk of absslie loss—Toven:
Ibe vt sTnirgkes e e s ky chean moes Dy e oS,
he sxys. “In che worst years of 3 comrseribie arbdmmage: fomd you
g s 0 perne an ofy oL money, Bur compas: thar o thew orst
j oy i euEThes W here you might easdly o 3o pesen or mone of
JoLr IO Ve r Mot irreestors are pescho e froem Inoorpararing
e arn g AraneTies berse of SEC edios ™

Whik cpinionsvary on comvemible ponfclio percenEges and
sucbiliry, chey conform o acooent locarkon: Comermbie bond
famds—arbiimge of long—are bea sored for ox advanaged o
couns. Annual pemoeer for mos funds 1= high. “Comparned o
&n ey fund, SUr OEmOoYeT Rl e from oo percent 12 me
pencema,” says Damsmmone. “1don't Enow how o Mmanage 1 0o0-
werihie ponfobo, cven in 4 normal manker, that En 2 keast in

£he SO pee N MOV ET [REgE"
Berausr of 2N anemic performemcr, both comsemible bonds

el corre eribie o arterrage have lee some of (helr losier. The
Froley, Eevy Comenible Seurin Index was down o520 percem
In: 3oey md up 172 percent chrough Oopober 2005, kMoam hile,
chrough Doapier 200, the (5P Tremomn HEDG Comeendbie 4 F
brhmage Inde was down 308 perem i @ining @ gl percen in
. Imvesions mepanded pradiaably: Comemible Bond fonds,
which vook In #6d4 milson in 2004 and abour 43 Billon in e
s ourflow s of 474 millon through e o5, acoording 1o
dara sppregaied by Financial Research Comp.

Reoem markerw rakoness in the oo endbie Bond merrket cougyied
w Ith ireemor aniparty could spedl appomurery for oo ke and dis
ciptned et riaoon alterenrs. “Le any thing ek, te pricey o py
infanoes the sk eness of the SOEry, " S5 s Tisks, “Tw opars
S0, [T A T for 2 oo el bomid weas wery risky, Seangh
i Beppencd wirh sspulasry hecause of the: hot markes. Today, Buying
sraight correeibies 2 3 oo s g ook amRe e

STRFHEM PHILLP DR0W M. 074, i 3 Preslanos froncs | srier sl n ings-

1on, Dola Hes e wrines for Barects, COFf M agaace, &6 D Moty The Deooer
Powr, arg M Aachy dasrsa e He on 38 machad = ezflbza-senilicas-
E3iT OO
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‘Wtth tha thema of this yeark look Inio the fop
Traders approgriately tiled "Raturn of the long
Termi trend followars, ™ i B somawhat Ironic trat
we are Taaturdng a CTA that partly atiributes s
specdtaular FME retuns 1o dropping tha long
tarm trend Tollowing
clemant Tfrom Nz =a
bl of modals within
iz program, but v
wals o argue with
B4A% retums?

Mow Yorik-based
Conquesfs  Maoro
Tund leveraged program
utllzoz 3 short-tarm and
madium bm trend fol-
lowinig moded along vl
a shor-tarm countertrend model B iook out the
longes-term appoadt in 2002 becuse managing
parinees Bich Skar and Marc Malsk, who both hald
sanior positons af UES: forax diidon, fell it was
gatting ioo OFfficull to gain sirong risk odusisd
reture wEng Faf method. The awarage length of
their trades Is4.5 days. They 52y the Bstem maraged
1o cbch the trends trat obied without f2dng the
ineviable drawwdowns that come with Tollowing
lonig-ferm trands

Dapits this year's rebumns, Makk ballasas the
best days for long-term
trand followirg are
befind L He =ys the
theory behind long-torm
rend following bk that
people gat Information
at dfferonl Smes. WS
e Incresss I techinobo-
= gn Malok belloves Hhat

=t the s any mora.
Whils thero tHll will ba wolatiity and trends, the
revermk will coma quicker and will be shargsr, mak-
Ing it Fardar to gat in and cut at e right me. “Tha
world k= 2 different piace, the Bsginnirg fol trands]
are SErps and reversals are Sharper racersals from
rands will be =0 tharp Tal risk sdusied roturre will
gat worse, " Malok contends. Conquest ssoops 2wy
both tre winning ard losineg trades evary Tour days,
ha says

Comquast trades 37 markets in all the major Tinan-
dal secboes. Thay spiit up thedr allozaton o tha thres
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Eurcps ared the Fadfic Bim. In sadh of thase regions
they trads cumrandios, shor-Sarm Inberest e, long-
term Inferest rabas and stock Indemas. Thay also rade
enagies and malals Thay do not trade gralns, meats
o oitts Bscaunsg they do meol want b run into capac-
Ty Ewues 35 e program grows. “iWe want 1o stay
bslow 5% of dally wolums: In ary markot we rada, ™
says Malkek, adding, "iWa ars not bullding this to run
550 mill lkoin, vea 2 bulidineg this toonon $500 millon.

Thay aizo nola that Seir approadh Fas 3 low oor-
relgtion 1o other CTAs, winich will Decoms valuabis as
mizrs monsy |5 put Info managed fubores: and allocs-
fors look Tor something a itHe difarent. =#a want
io find 2 differantway of axfracing valus oul of tha
market,” Malok soys

I sepms b ba working. Conquests 2007 rumbors
are 3= good = any out there, amd they keoked 25
good at diferent poimis In tha year. Thay even man-
aged o makm monay In Ochobar and NovomEsr,
moniFe when a@sn the best CTAs tended to ghe
ek profits.

Thay aiso had positive refums in the firs =
mons wiken most Tend Tollowss whio gamed tha
majority of Seir profis In the third guarber and
Dusember; stnuggled. “0wr program B designed Bo
Fiava 2 reqatie mreladon to squites and hedgs
funds and Fiwa 3 low corrslation to tha rest of tha
SFRmatic maro CTA world,” Shar Sy

An gocampls of thak aglifty cams In the goeirg and
summad whan ey earned profits on Doth sides ol a
larga doilarfyon seing. Comquesl took profits on a
maos In e dollar ard on cthe reversl when moss
long-torm trend followsrs wihers giving back profis
from: e original mova.

Tha utimale goal acconding 1o Hiver & 1o prosi e
a much batier rekadjusted reurn whlle =S8 par-

majer giobal sectors: United Stoles and Canada, forming wall In pericds of dislocation.
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TRADING ADVISOR REVIEW

Breakout volatility

A focus on positive expectancy and no correlation

By Elise Coroneos

CAMELOT PARTNERS

540 Madison Avenue

New York, New York 10022

USA

Tel: +212.759.8777

Fax: +212.759.7654

email: jnash@
camelotpartnersllc.com

Vital Statistics
Assets under mgt
Conquest Macro $370 million
Currency Only $18 million
Conquest Protector $15 million
Minimum investment $250,000
Registration CFTC
Fee structure
Management fee 1.5%
Incentive fee 20.0%
Avg commission $7/roundturn
Ratios
Avg margin-to-equity 10.0%
Ann comm-to-equity 2.1%
Avg Roundturns/SM/year 3,200

Auditor PricewaterhouseCoopers

Richard Silver and Marc Malek

Marc Malek and Richard Silver, the
founding partners of Camelot Partners,
have worked together for the better part
of eight years. They first met at Union
Bank of Switzerland in 1995, where they
built and managed businesses in foreign
exchange, derivatives and emerging mar-
kets in the US, Europe and Asia.

Following UBS’s merger with the Swiss
Banking Corp in 1998, they added global
proprietary foreign exchange trading to
their responsibilities for global foreign
exchange derivatives and exotic options.

Malek first became interested in the
formulation of computer-based decision
systems while studying at the California
Institute of Technology. He was able to
put his interest into practice at KB Cur-
rency Advisors, a $400 million hedge
fund, where he built trading systems.
Later at UBS, he first conceived of pair-
ing his quantitative background with
volatility in systematic trading.

Malek co-founded Enterprise Assetin
1999, which focused on trend following
in different time frames and short-term
volatility trading. Enterprise was then
dissolved before the founding of
Camelot Partners with Richard Silver in
2001.

Today, the majority of Camelot’s
assets are in Conquest Macro, which has
enjoyed impressive growth increasing
from about $80 million to more than
$370 million in 2003 alone. The pro-
gram’s clients are mostly blue-chip funds
of funds and institutional clients.

It has a compound annualized return
of 17.7%, which compares favorably
with the 9.3% return of the CISDM
diversified subindex median.

Camelot also manages Conquest
Protector, a short-biased fund with $15
million under management, and a cur-
rency-only fund with $18 million.

Insurance of sorts

Conquest Macro trades three main
strategies: short-term volatility breakout

with a two-day average trade duration;
medium-term trend following with a 10-
day average duration; and a short-term
countertrend strategy with a three-day
average duration. Each strategy employs
four different trading models—12 mod-
elsin all.

Within each model, the firm trades
more than 35 different markets. Histori-
cally, the portfolio has consisted of
approximately 40% currencies, 35%
fixed income, 15% equity and 10%
energies and metals. The firm runs a 24-
hour trading desk, which enables it to
cover the North American, European
and Asian block markets.

All the models have an upside corre-
lation to each other of over 70% and a
downside correlation of between 20% and
50%. Camelot believes this correla- tion
skew gives it an edge in achieving a high
annual return to worst drawdown.

In addition to producing trading mod- els
with low correlations to each other,
Camelot aims to achieve a low correlation to
other trading advisors. “We try to be the
insurance in a portfolio of hedge funds and a
portfolio of CTAs,” says Malek.

“Clients don’t generally mind if all their
investments do well at the same time, but
what they very much want to protect
against is all their investments doing badly
at the same time.”

The firm achieves low correlation to
other advisors by being long short-term
volatility.

Volatility is the overriding discipline
governing when Conquest Macro enters a
market by using each of its three strate-
gies and their four underlying models. It
takes a position when volatility is low and
gets out when volatility expands, the
result being long the volatility of volatility.

Malek describes this approach as a
volatility breakout strategy—different
from the pure academic definition of
long volatility, which is to be long via the
purchase of options. The benefit, he says,
is positive expectancy and no cor- relation
to other managers.



TRADING ADVISOR REVIEW

Camelot’s approach gives the firm an
edge, says Malek, because it does not
have to deal with the effects of time
decay, which can cause problems in tradi-
tional long volatility approaches when the
market is not moving. “In our case, if the
market suddenly dies, we just don’t take a
position, our margin-to-equity comes
down and we just wait for things to wake
up again.”

The risk to Camelot’s strategy occurs

not because of a lack of market move-
ment, but in a market with small spikes in
volatility that do not follow through in the
underlying market. This is when the
benefits of a portfolio diversified across
time frames, models within time frames,
markets, sectors and locales kick in,
bringing the risk per trade down to
between five and 15 basis points.

The importance of this diversification is
illustrated by looking at Conquest
Macro’s annualized volatility on a 12-
month rolling basis. It went from 22% at
the end of 2002 to 13% in 2003—dur- ing
which time the firm went from trad- ing
three submodels to 12 submodels.

“The challenge was to come up with
submodels that had a very high upside
correlation and relatively low downside
correlation,” says Malek. “We didn’t want
to sacrifice return or change the nature of
what we try to extract from the market,
but we absolutely wanted to improve the
risk adjusted quality of the return.”

Camelot Partners

PERFORMANCE HISTORY
May 1999 — September 2003

Median of
Conquest CISDM Diversified
Capital Subindex S&P

Return(%)

Annual comp rate 17.66 9.26 (5.07)
1999 (7 mths) (2.34) 2.30 11.00
2000 43.35 10.78 (9.09)
2001 2.06 4.49 (11.88)
2002 35.32 18.09 (22.112)
2003 (9 mths) 6.07 9.15 14.73

October estimate (5.58)

Risk (%)

Annual std dev 20.81 16.04 17.48

Semideviation 10.49 9.64 12.80

Maximum decline (10.77) (18.40) (44.73)

Return/Risk

NS with cisom 0 = (1.0

Diversified Subindex

R-Squared 0.19

Alpha 0.89

Beta 0.97

A focus on drawdowns

When it looks at risk, Camelot considers
downside deviation, or drawdown, as
opposed to standard deviation. This is a
function of the firm’s trading philosophy
that it is not the upside deviation it should
be trying to limit, but rather its draw-
down.

“Because we think of risk as draw-
down, to have an equal allocation to risk
per system, we strive for an equal alloca-
tion to our drawdown,” says Malek.

12-month rolling window of volatility
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This focus on limiting drawdowns is
illustrated by the fact that although the
annual standard deviation for Conquest

Macro is higher than that of the CISDM
diversified subindex median, indicating
a high level of risk, the program’s draw-
down is well below that of the subindex.

The historical standard deviation for

Conquest Macro is 20.8% compared with
a seemingly less risky 16.0% for the
median, while its drawdown is a rela-
tively modest 10.8% compared with the
median’s 18.4%.

Approaching capacity
In view of its recent upsurge in assets,
quadrupling the size of the program in
2003, Camelot plans to close to new
assets in the first quarter of 2004. At that
time, it expects to have in the vicinity of
$600 million under management, its
earmarked capacity. It already has com-
mitments of $100 million from existing
clients.
Malek says the firm has no plans to
add additional strategies or models,
though research is always going on. “We
are not willing to sacrifice the quality of
profile of our returns for assets,” he says.
Camelot Partners is made up of man-
aging partners Malek and Silver, three
people in client relations, four each in
trading and research, one financial offi-
cer and two in administration.
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Conquest Capital LLC

RBokant Sher g Mac Mals
Oamus! Cplal 1LC

( : onquest Capltal, an affilllate of
Camelot Partners, Is managed
by Marc Malek, the former

head of Global FX Exotic Dertvatives

for UBS, and Richard Sibver, the for
mer head of Global FX Proprietary

Trading for UBS. Camelot Partners

currently manages $230 million in

four furds and a managed account,
$80 million of which s managed by

Conquest Capital.

Conguest Capital's trading phifoso
phy can be summed up In theee key
principles: Recurrent patterns can be
profitably exploited in highly liguid
markets; systematic, disciplined trad
ing Is superior to non-systematic trad
ing as a way to explolt these patterns;
and extersive human trading expen
ence Is necessary to design and trade a
superior program. Conquest Capital
therefoce believes that there are two
critical elements to its success: the
experience and judgment of s princ
pals and the quality of #ts trading pro
prams.

Managing Partners

Mr. Malek and Mr. Stlver worked

together at UBS prior to founding

Conquest Capital. Rich Silver is a
graduate of Wharton and began his
career as a floor trader on the PHLX
and the CME for O'Connor and
Aszociades, 2 premier derivatives bou
tique in Chicgoe, evertually becoming
ane of the lead portfolio mamagers In
the currercy derivatives business. In
1990, he pined Bankers Trust where,
as co-head of FX derivatives, he
merged disparate operations In New
York, Tokyo, and London into a global
partfolio and seamless trading opera
ticn. From Bankers Trust, Silver was
hired in 1985 to bulld a smilar opera
tion at the Uron Bank of Switzerand,
and by 1897 commanded one of the
Largest and most peofitable currency
option partfolios in the world.

Marc Malek started his career In
1992 at Salomnon Brothers in New Yook
as a firancial analyst In the Financal
Strategy Group. From Salomon, he
was hired In 1993 to KB Currency
Advisars ("KB"), a $400 million hedge
fimd and fnancial advisory firm. For
the next two years, Malek traded
currency optlons and worked on
developing proprietary trading pro

At a Glance:
Conquest Macro Fund
Toal FRrm Assats: $230 dllion
Sty Asets $80 million
Na. of Employoes T

Asount Informaton

Minimeam Investment $250,000
MarginEguity Ratin: 15%
Rossdinres smillioayear 5500
Porformanes

Stan Date: May, 1999
Total Relunc TATC
Composnd Aol Roter: 1857%
Worst Deawdown: 01T
Sharpe Ratix 058
% of Winneng Months W10K
Average gain S8R
% of Losing Monihs oW
Awverage bosx AN%
Correlations

Rarclay CTA Index 084
SAP 500 006
US. T Bondds <010
Workd Bonds: <016
FAFE <082
Annuai Returns Past 4 Years

ety fues megpton &1 ke 2001 e beoed ©
on the soand of Mac Mulek, e prcpad of [
Frterprse Acet Mamgenen, 1LLC.

grams. He joined UHS in 1985, where
he was the worldwide head of the
Exotic FX Derivatives Group; and by
the time he left the bank in 1998, held
the post of Executive Director In
charge of FX Propcictary Trading in
Europe. Malek graduated with
Honors from Caltech with 2 BS in

BARCIAY MANACID Fooos RagowT &

S e 8 wewSecheyCop oom



Engineering and Applied Science, and
holds a BA in Mathematics from Reed
College. While at Caltech, he did
extensive research on Neural
Networks and Decision Support
Systems, and was awarded a grant
from the Pentagon through the
Caltech Summer Undergraduate
Research Fellowship to conduct
research on computer-based decision
systems.

The partners have built and man-
aged proprietary trading businessesin
foreign exchange and derivatives mar-
kets in the U.S., Europe, and Asia,
which have generated over $200 mil-
lionin annual revenues and employed
120 people globally.

A freeexchangeofideasand infor-
mation has developed from the part-
ners’ long experience working togeth-
er. This open communication enables
Conquest Capital to incorporate the
insights gleaned from the principals’
years of trading experience.

The Program

The Conquest trading program is
based on three broadly defined trad-
ing models: short-term opportunistic,
medium-term trend following, and
short-term counter-trend. The models’
positions are completelyindependent
of each other (the average correlation
between the models’ returnsis.20),
and their weights are carefully bal-
anced to provide the best risk-adjust-
ed portfolio returns.

While the models look fordifferent
opportunities across different time
frames, the common thread is their
use of underlying volatility as an indi-
cator for trade entry. All of the models
enter positions after a period of con-
tracting volatility, and benefit from its
subsequent expansion. “As price con-
solidates around a point and volatility
comes off, it usually means the market
is positioning for amove. We have
found that the biggest and most vio-
lent portion of a price move occurs
directly after this period of relative
quiet, during the first portion of its
breakout,” says Marc Malek. “In

Return toRiskRatio - Rolling 12 Months
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addition, entering positions atlow-vol
minimizes the risk of being knocked
out of the trade by marketnoise. This
strategy allows the Conquest program
toreplicate along option portfolio,
and thereby providesinsurance to

—
“As price consolidates

around a point andvolatility
comes off, it usually means
the market is positioning for
a move. We have found that
the biggest and most violent
portion of a price move
occurs directly after this
period of relative quiet,
during the first portion
of its breakout...”

- Marc Malek

portfolios in shock environments orin
times of general market uncertainty.”
“It’s important to realize that the
trading program is not a substitute for
experienced human judgment,” says

Rich Silver. “The program can do
nothing on its own. Experienced
traders need to review and monitor
the program and are interposed
between the program and actually
executing orders. The programis a
tool to enable us to do our jobs more
efficiently and to force us tomaintain
thediscipline thatiskey tosuccessful
trading.”

Malek concurs, “The program dis-
tills years of our experience trading a
wide variety of markets. As we con-
tinually improve our own trading
skills, we continually improve the pro-
gram.”

Controlling Risk

“Limiting losses is key to superior
long-term returns,” says Malek.
Conquest uses a number of strategies
to controlrisk. First, Conquest trades
only in highly liquid markets. In addi-
tion, Conquest trades a wide variety
of markets, including over 30 foreign
exchange and futures markets. The
foreign exchange portfolio consists of
tenmajor currencies and currency
crosses. The futures portfolio consists
of the most liquid fixed-income, ener-
gy, metal, and stock index futures, half
of which are traded on international
exchanges. Besides decreasing overall
portfolio volatility, international diver-
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sification allows Conquestto mitigate
therisk of news-driven price shocks
by being able to take offsetting posi-
tionsinany market sector atany time.
Finally, Conquest firmly controls
risk by running tight stops on all posi-
tions at all times. As Malek explains,
“The programs are designedto calcu-
late stop losses for every position, and
we make sure they are executed.”

Volatility

While Conquest wins slightly less
often than it loses (about 42% of trades
are winners), profitable trades are
more than twice the P&L of losing
trades. Every so often Conquest sees
many of itsbets winin abig way, usu-
ally when several markets have simul-
taneous violent moves to new equilib-
ria. Conquest runs along volatility
strategy, unlike many funds, such as
mortgage funds and relative value
funds, which are implicitly short
volatility. As aresult, Conquest is
positioned to benefit from a dramatic
expansion in volatility; and when this
occurs, Conquest achieves outsized
returns. This tends to make the return
stream more volatile.

Malek doesn’t think this is a bad
thing. “This is the kind of volatility we
like. Investors shouldn’t care about
upside volatility as long as we can
control downside volatility and have
proven an ability to take money off

the table and guard our profits, anoth-
er advantage of our short-term focus.
Ifyoureally wanttolook atriskinthe
CTA world, you shouldfocus on
downside volatility, or even better,
look at a program’s propensity for
drawdown (the classic problem of

“It’s important to realize
that the trading program is
not a substitute for
experienced human
judgment. The program can
do nothing on its own.
Experienced traders need to
review and monitor the
program and areinterposed
between the program and

actually executing orders.”
- Rich Silver

CTAs after they see big profits).
Measuring return on a risk-adjusted
basis is valuable, but only if you are
looking at a true representation of
risk.”

Peer Group Comparison

In Figure 1 (previous page) we
compare the rolling 12-month
risk-adjusted returns for Conquest
with those of its peer group, which
consists of 145 diversified technical
CTA programs. Risk-adjusted returns
are calculated by dividing the
12-month rolling average of the
monthly returns by the 12-month
rolling average of the standard
deviation. Since its inception in May
1999, Conquest has exceeded the
risk-adjusted return averages generat-
ed by its peer group, oftentimes by
very significant margins, in all but
two of the thirty time-periods.
Additionally, Conquest has never had
alosing 12-month period. Its worst
absolute 12-month rolling return since
inception was positive 2.21%, while its
best absolute 12-month period return
equaled 43.4%.

The risk-adjusted comparison is
evenmoreimpressive taking into
account Conquest’slow average
15.5% margin-to-equity ratio, which
allows it to scale up its absolute
returns based on investor preferences
without any borrowing costs. In
addition to its main program,
Conquest offers a three times
leveraged program based on the same
investment strategy. ¢

This reprint is provided as a courtesy from the Barclay Managed Funds Report. Conquest Capital, the trading advisor to the
Conquest Fundsis wholly owned by Camelot Partners. For more information on the Conquest Funds, please contact us directly:

Conquest Macro Funds:

¢ Single Leverage Onshore
¢ 3XLeverage Onshore

* Single Leverage Offshore
¢ 3X Leverage Offshore

Contact Information:
Jeffrey Nash
Camelot Partners, LLC

540 Madison Avenue, 18th Floor

New York, NY 10022
212-759-8777

jnash@camelotpartnersllc.com
www.camelotpartnersllc.com
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Conquest eyes $900m restructuring deal
Posted By Michael Paterakis On September 3, 2019 @ 1:18 pm In News |

Conquest Capital is in the process of restructuring its offering as part of a strategic realignment that will
see the New York-based CTA focus more on alternative beta.

The firm is in talks with several institutions willing to provide capital and scale for this move, including
other hedge funds and FoHFs. Conquest founder and chief executive Marc Malek is also considering a
$900m offer from a large family office.

“We realized that the biggest buyers of alt beta products tend to be large endowments and mutual
funds, and you need certain scale to get to them,” Malek told CTA Intelligence.

“So, we decided to partner up with a firm with bigger capital base and a very well-known name that
would allow us to bypass the gatekeepers to present our idea.”

Discussions with suitors are still in progress, but a deal is expected within the next one to two months,
according to Malek.

As part of this transition, Conquest is cleaning up its line-up of investment vehicles. In July, the
systematic manager liquidated the Conquest STAR Ucits fund, a sub-strategy of its flagship Conquest
Macro program, which launched on ML Capital’s Montlake platform in early 2017 [1].

Conquest plans to maintain seven key strategies with a multi-year track record broken down into three
distinct categories: alt beta, alpha and alt beta-alpha hybrid.

“In each one, we have a couple of different products,” said Malek. “We use a very modular approach to
portfolio building — none of this is pro forma.”

Malek, who established Conquest in 1999, was an ardent proponent of the alt beta concept — also
referred as alternative risk premia — describing it in research published as early as 2002 which formed
the basis of a low-cost product to replicate trend-following CTA programs.

Risk premia has attracted considerable interest from investors [2] in recent years as a cheaper
alternative to traditional CTAs, most of which have disappointed with their performance.

The popularity of these strategies has been a boon for major players in the systematic space such as the
Man Group [3] and GAM [4] that have seen inflows to risk premia products offset losses from other
units.

Harvard Looks to Columbia’s Investing Chief for Turnaround Touch
Michael McDonald and Kate Smith, Bloomberg
September 30, 2016

Nirmal P. “Narv” Narvekar overhauled Columbia University’s endowment in the past 14 years, building a
team that delivered top notch returns and minimized losses during volatile times. Now, he’s tasked with
doing the same for Harvard University’s lagging fund.



Narvekar, 54, on Thursday was named Chief Executive Officer of the wealthiest university fund, which
has struggled with a decade of lackluster returns. He starts on Dec. 5. Columbia also said it promoted
Peter Holland, the Chief Investment Officer of its endowment since 2003, to CEO.

Not only is Narvekar charged with improving performance, he will be under pressure to revamp
operations at Harvard Management Co, which oversees the endowment, at a time when institutional
investors face slow economic growth and near negative interest rates around the world. The number of
employees already is down to 230 from 280, according to a person familiar with the matter.

Nothing ‘Wild’

He may start at Harvard on a cautious note, as his track record shows that he can be more risk averse
than his peers at certain times. At the height of the financial crisis in fiscal 2009, Columbia withstood the
turmoil better than its rivals. Harvard’s fund fell 27.3 percent, the worst among the lvy schools. Yale
University declined 24.6 percent. Columbia dropped 16.1 percent.

“There’s nothing wild and crazy about Narv,” said Roger Kafker, who was Narvekar’s classmate at
Haverford College in Pennsylvania, where they both are now on the investment committee of the $460
million endowment. “You’d want Narv overseeing your own family fortune if you could find

somebody of his talent, acumen and personality. He has a very steady hand.”

Narvekar and his team at Columbia minimized losses in 2008 after reducing risks in the portfolio and
allowing less exposure than most of their peers to illiquid assets such as private equity, he said on a
panel in 2014 for The Investment Fund for Foundations, according to a podcast posted on the group’s
website.

“The endowment world did not tend to think a lot about risk prior to the crisis,” Narvekar said on the
podcast. “Any big endowment should try to have a sense of the risk in their portfolio through whatever
framework. We have a framework that we use. It’s good for us; it’s not good for others. But everyone
should have some way of thinking about risk and coming to find out how much risk they have.”

Harvard Trails

Narvekar will have his work cut out for him to improve performance. Harvard’s average annualized
return was 5.7 percent in the decade through June 2016, below Yale’s 8.1 percent. Columbia, with a $9.6
billion fund, returned an annualized 10.1 percent in the 10 years through June 2015, the latest available
because the school hasn’t reported fiscal 2016 returns. Harvard’s fund posted a 2 percent investment
decline for the year through June.

A former JPMorgan Chase & Co. managing director in the equity derivatives group and the son of an ex-
top International Monetary Fund official, Narvekar has an MBA from the University of Pennsylvania’s
Wharton School.

He left JPMorgan in 1998 to join the University of Pennsylvania’s endowment office to lead the effort to
expand into private equity and other alternative investments. He’s credited with helping turn around
Columbia’s performance after being hired in 2002, expanding into new asset classes and creating a risk



management system to track the many outside managers it invested with. He’s known for his
guantitative skills and comfort with using complex mathematical models.

Trading Team

Columbia has investments in at least one quantitative fund managed by Conquest Capital Group of
New York, according to a tax filing. Many endowments avoid quantitative funds because their
strategies are difficult to understand.

The university’s investments included almost $1 billion of cash in June of last year, up more than 50
percent from the year prior, according to financial statements.

At Harvard, Narvekar is likely to review Harvard’s structure, which uses outside managers but also its
own traders. Harvard eliminated at least a dozen positions and dismantled the internal public-equity
trading team earlier this year amid reports of steep losses. But it wasn’t disbanded altogether.

HMC said the school planned to hire a new head of “absolute return” and publicly traded stocks,
replacing Michael Ryan, a former Goldman Sachs Group partner who was among this year’s departures.
Harvard said its cross-asset public markets platform has been combined with emerging and foreign
markets, fixed income, credit and commodities.

Look to Yale

Drew Faust, Harvard’s president, said in an interview published Sept. 29 in The Harvard Crimson that the
university has looked closely at how Yale oversees its money, which depends almost entirely on farming
money out to managers.

“We look to see what choices they’'ve made and how we might learn from them,” Faust said in the
interview.

“We are pleased to welcome Narv to Harvard and are confident that his leadership skills and deep
experience at the highest levels of investment management will position HMC for long-term success,”
Faust said in the school’s statement on Thursday.

For Narvekar’s efforts, the paycheck at Harvard is likely to be larger. Former CEO Jane Mendillo was paid
$13.8 million in her final year in 2014, though it was inflated by the addition of six months of accelerated
bonus pay because of her departure. Narvekar received $7.2million the same year, according to a tax
filing.

Harvard’s search was its fourth for an endowment chief since 2005. Stephen Blyth resigned from the job
for personal reasons in July after only 18 months following an unexpected and unexplained medical
leave in May. Robert Ettl, the interim CEO, will become chief operating officer.

“Narv’s a really top-notch investor,” said Michael Karris, who left Columbia’s endowment office in 2010
after five years to start money management company EndowBridge Capital. “He’s just a high-caliber
individual.”




Lebanon wrestles with identity crisis
https://www.thenational.ae/business/michael-karam-lebanon-wrestles-with-identity-crisis-1.187028

Moderated by the impressive Marc Malek, managing partner of the Conquest Capital Group, it was ably
supported by among others, the equally influential Naim Abou Jaoude, chairman of New York Life
Investment Management International and garnished with the caustic wit of Nassim Nicholas Taleb,
guru statistician author of The Black Swan, who called for more diversity in the workforce. Mr. Taleb
wanted to see more vocational schools, more entrepreneurship and less of an obsession with a college
degree just for the sake of it, reminding the assembled audience that most of the great tech
entrepreneurs — Gates, Jobs and Ellison — were college dropouts.

“Your kids will have a better chance of a job even if they may not get invited to dinner as often as they’d
like,” he said. It was half-joking, but he highlighted the grinding insecurity that afflicts all Lebanese who
equate education with social standing as much as its role in equipping people with tools for life.

But like most discussions on how to make Lebanon punch above its weight, it ran into the wall of reality.
Mr. Malek reminded the assembled government guests, including foreign minister Gebran Bassil, that all
this talk was hypothetical until Lebanon developed the infrastructure to service a modern business
environment, and by that he meant simply having enough bandwidth to conduct a decent Skype call.

My panel’s discussion on how to exploit brand Lebanon pointed out the potential and the pitfalls of
changing public perception of Lebanon as a country where bad things happen, to Lebanon, the boutique
nation with exquisitely boutique products and designers. But were we Mediterranean or Arab? In other
words, should we sacrifice identity for commercial safety? How could we make people fall in love with
us through our cuisine and who owned hummus? Well that was always going to come up, wasn’t it? |
remember wondering why no one had brought up the Lebanese poet Gibran Khalil Gibran. It was surely
only a matter of time.

And there he was, in one of the closing speeches by Lena Diab, a Canadian politician of Lebanese
descent, who quoted from Gibran’s “You have your Lebanon and | have my Lebanon” presumably to
generate a sense of longing for the home country among the attendees and celebrate the migrant
diaspora experience: “They are victorious wherever they go and loved and respected wherever they
settle,” she concluded to massive applause.

What Ms. Diab failed to mention, or perhaps didn’t realize, is that Gibran goes on to describe “your”
Lebanon as a country of “bragging, lying and stupidity” and of “deceit, cheating and hypocrisy”. And
therein lies our curse.
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Marc Malek, président sortant de LIFE. Photo Sylviane Zehil

ENTRETIEN

L'influent homme d’affaires passe la main a la présidence de la Lebanese International Finance
Executives.

Sylviane ZEHIL a New York | OLJ
06/04/2018

Aprés un mandat de quatre ans a la présidence du conseil d’administration de la puissante Lebanese
International Finance Executives (LIFE) dont il est aussi membre fondateur, Marc Malek se dit prét a
passer a la prochaine étape : s’atteler & « créer un lobby libanais efficace aux Etats-Unis ayant pour
objectif d’aider les Libanais, tout en restant a I'écart de tout ce qui divise ».

Membre fondateur de SEAL et membre du conseil d’administration de I'organisation In Defense of
Christians (IDC), basée a Washington, cet ingénieur dipldmé de Caltech a mis en place une influente
institution financiére aux objectifs et stratégie solides tournée vers le futur, avec I'aide d’autres
éminents Libano-Américains et d’une équipe composée d’une centaine de bénévoles.

Le consul général du Liban a New York, Majdi Ramadan, et son épouse Vanessa ont organisé, lundi
dernier, une réception pour rendre hommage aux réalisations de Marc Malek et pour accueillir aussi la
nouvelle PDG de LIFE, Nadine Massoud, femme entrepreneuse basée a Londres.

« C'est grace a la confiance, au dévouement, au professionnalisme et a la générosité de ses membres
que ce qui a commencé il y a neuf ans comme le réve d’un groupe de cadres financiers libanais s’est
transformé en une organisation mondiale et professionnelle avec le personnel le meilleur et le plus
diligent », confie M. Malek dans une interview a L’Orient-Le Jour, dans les bureaux de Conquest Capital
Group, dont il est membre fondateur et gestionnaire de portefeuilles.

Créée en 2009 par un groupe de visionnaires libanais de la finance, LIFE est une plate-forme influente
d’entraide de la diaspora libanaise dans le secteur de la finance. « Sa portée s’est élargie a un nouveau
niveau de développement pour inclure d’autres secteurs, tels que les assurances, 'immobilier, le
Fintech » qui combine technologie et finance, les sociétés légales et les compagnies a la périphérie de la
finance, indique M. Malek.

LIFE, qui a son siege a Londres, compte 250 membres juniors et 850 membres seniors dont 76
contributeurs. En pleine croissance, I'organisation a instauré dix chapitres internationaux avec une
« présence efficace » a Geneve, Dubai, Beyrouth, Hong Kong, Montréal, New York, Sydney, Singapour,
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Los Angeles, Abou Dhabi et bient6t Washington D.C. Ce dernier chapitre sera « composé d’une classe
différente de professionnels de la finance libanaise en incluant davantage de banquiers supranationaux,
des membres du FMI, de la Banque mondiale, et aussi ceux qui ont apporté une aide précieuse a la
politique du Liban ».

Gérer I’échec

Le président de LIFE reléve, par ailleurs, « la frustration » que rencontrent les investisseurs dans des
sociétés de technologie financiére au Liban dans les modeles capital/risque. « C'est une préoccupation
dans le cas de fermeture d’une entreprise en cas de faillite », estime Marc Malek. « L’échec est tabou au
Liban, mais acceptable pour nous. Nul ne réussit dés le premier jour, dit-il. Tel est le cas de Steve Jobs et
Bill Gates. C’'est ce que I'on fait apres avoir échoué qui fait la différence. »

« Nous travaillons avec les universités et organisons des séminaires pour la gestion de I'échec afin de
I'utiliser a son avantage en en tirant les lecons et de passer a |'étape suivante », ajoute-t-il.

LIFE organise de nombreux événements internationaux ainsi que des diners de gala trés courus afin de
lever des fonds destinés essentiellement a des bourses d’études en finance. Les recettes ont permis de
soutenir 188 universitaires libanais ayant des difficultés financiéres.

« Nous investissons non seulement dans notre jeunesse, mais aussi dans notre pays », note Marc
Malek. Plusieurs initiatives ont été implantées au Liban. « Ce qui a commencé comme un projet pilote
avec le Liban pour les entrepreneurs de LIFE est devenu une plate-forme cruciale de mentorat en
entrepreneuriat pour les start-up de la technologie au Liban et un tremplin vers la Silicon Valley via
Lebnet, notre partenaire, qui est dirigé par George Akiki », indique-t-il. D’'un autre c6té, en partenariat
avec Endeavor Lebanon, l'initiative Investir au Liban a tenu son quatrieme sommet mondial en
décembre dernier a Beyrouth.

Dans le but de promouvoir la croissance économique au Liban, les membres de LIFE ont eu de
nombreuses rencontres avec plusieurs organismes gouvernementaux. Ces rencontres ont abouti a la
rédaction d’un « livre blanc » sur la nécessité des réformes. Et pour rehausser I'image du pays du Cedre
a I’étranger et en réponse au réle plus actif que le gouvernement américain joue dans le monde de la
finance, LIFE a créé un conseil honoraire de haut niveau aux Etats-Unis incluant des politiciens
américains d’origine libanaise, dont notamment le sénateur John Sununu, I'ex-secrétaire aux Transports
Spencer Abraham et de grandes figures libanaises de la finance internationale. « Nous cherchons a
étendre l'invitation a d’autres personnalités », souligne Marc Malek.
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The nearly S9 billion stock hedge-fund Maverick Capital Ltd. was up 0.7% for the month through Friday,
according to a person familiar with the matter, and up 3.4% for the year. Its Maverick Select fund was up
more than 10%.

At the New York offices of Conquest Capital Group LLC, a $300 million firm that bets on
macroeconomic trends, portfolio manager Jason Ruspini said he was in “good spirits.”

Conquest had bets on against indexes including Germany’s benchmark DAX and the S&P 500, while
wagering on an appreciation in U.S. Treasury bonds. Conquest’s main fund is up 7% this month and
11% for the year.

“Our strategy was vindicated,” Mr. Ruspini said.

Corrections & Amplifications

Paulson & Co.’s Advantage Fund is down nearly 22% for the year through Oct. 14. An earlier version of
this article incorrectly said Paulson & Co.’s loss for the year was 22%.

Write to Juliet Chung at juliet.chung@wsj.com, Rob Copeland at rob.copeland@wsj.com and Maureen
Farrell at maureen.farrell@wsj.com

Conquest Aims for $1 Billion Mark

Volatility specialist Conquest Capital has launched a fund- raising campaign with the goal of boosting
assets under man- agreement to S1 billion.

Since its inception in 2001, the New York firm has focused more on research than marketing. Its five-
member investment staff occasionally contributes strategy research to publisher Risk Books and The
Journal of Alternative Investments.

But with assets under management approaching $700 mil- lion, Conquest last year hired its first full-
time marketer, Jessica Grad, to spread the word about the firm’s success during recent market
downturns. In 2008, when the average hedge fund fell 19%, the flagship Conquest Macro fund gained a
whopping 45%. So far this year, the $475 million fund is up 19%, with half of the gains coming in May —
when most hedge funds suffered sharp losses.

Conquest’s strategy is to exploit volatility in the stock, bond, commodity and currency markets.
Conquest Macro turned in its worst performance last year, losing 14% while the stock market posted
strong, steady gains. Since then, Conquest has tweaked its strategy to perform better during periods of
rising risk appetite.

The firm has a second fund, Conquest Managed Futures Select, with $170 million under management.
Conquest also runs managed accounts for investors that pony up at least $10 million.
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Mark Malek founded the firm in 2001. During the late 1990s, he was global head of currency and
derivatives proprietary trading at UBS. O

UPDATE 1-Stunned funds get scraps from Dow's plunge

Mon May 10, 2010 4:20pm EDT
* Source says Coffey turned 1.5 pct profit on the week

Regulatory News | Global Markets | Funds News | ETFs News | Financials

* 'Long volatility' funds said to gain up to 10 pct

* Long-only managers avoided roller-coaster markets (Adds details of Conquest Capital fund)
By Laurence Fletcher

LONDON, May 10 (Reuters) - Hedge fund managers and their mainstream peers were left stunned by
the dizzying declines on Wall Street last Thursday, but a select few turned a profit, diving in just in time
with the right strategy.

The Dow Jones index of 30 blue chip stocks fell by close to 1,000 points on Thursday, a plunge that has
left regulators and markets stumped. The finger of blame has pointed at flaws in the structure of
markets and at high-frequency trading houses whose computer-driven programmes can make tens of
thousands of trades a day. [ID:nN09274100]

But Greg Coffey, formerly of GLG Partners and now a star fund manager at Louis Bacon's hedge fund
Moore Capital, made a profit of 1.5 percent last week, sources familiar with the matter said, using the
sell-off as a trading opportunity.

The gain came as U.S. stocks ended the week about 6 percent lower, recovering from their steepest
intraday fall ever.

New York-based hedge fund Conquest Capital's macro fund turned a 3.75 percent profit on Thursday,
and ended the week up about 10 percent not including fees, a spokesman for the firm said.

Conquest Macro uses a systematic short-term trading strategy designed to outperform during periods
of high volatility. Thursday's gains came from a combination of existing positions and new trades
entered that day across fixed income, foreign exchange and equities.

"As part of the discretionary overlay, we had started accumulating a position in S&P puts in April
before the rise in volatility that we hedged on Thursday by buying S&P futures at the depth of the sell-
off and height of the madness," the spokesman said.

So-called 'long volatility' hedge funds -- which profit from market turbulence and are often used by
investors to hedge their portfolios against big sell-offs -- also did well.
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One such fund gained 10 percent last week, said Tim Gascoigne, head of portfolio management at
HSBC Alternative Investments. Another manager told Reuters of a 4 percent gain from one fund on
the Thursday alone.

"Where they see value in implied volatility in option pricing, they will take these opportunities,"
Gascoigne said.

'MOST GUYS WERE OK'

The heads of leading U.S. stock market operators were called to Washington for an emergency meeting
on Monday, as the Securities and Exchange Commission attempts to unearth the reasons behind the
spine-chilling plunge. [ID:nN09274100] Hedge funds wasted time pondering the reasons for the glitch
with money to be made -- or lost, of course.

"Some will (have been) rolling up their sleeves and trading the (hell) out of it, others are value-driven,"
and therefore less likely to act, said one London-based fund of hedge funds manager who declined to be
named.

"From what I've seen so far, most guys were OK -- they lost 1 percent or made 1 percent."

However, other hedge funds chose not to risk big losses.

"It's not our style to do something in such high volatility," said one hedge fund executive who spoke on
condition of anonymity. "Hedge fund managers will not necessarily want to get involved if they don't
know why it happened."

They weren't the only ones.

The speed and surprise of Thursday's sell-off and rebound left most long-termist, mainstream fund
managers shrugging their shoulders, and steering clear of the kind of aggressive trading that hedge
funds can employ in such scenarios.

'I| WAS ON THE TRAIN'

Tom Walker, whose Martin Currie North America and North American Alpha funds LP60010491
LP65095576 did better than most last week, said his portfolios remained unchanged through the tumult.

He even left the office at his usual time while speculation raged in New York.

"I don't really have a strong view on the trading debacle. | don't think we've got to the bottom of it yet.
We did nothing on Thursday," he told Reuters.

"I don't know who managed to buy Procter & Gamble 37 percent down ... but we didn't," he said.
Peter Kaye's Melchior North American Opportunities fund had a tougher week, but not for trying to
hitch a ride on Thursday's roller-coaster.

"We didn't change anything we were doing -- we weren't trading at that time. | was on the train going
home."



"It was so short ... If you were very nimble you might have done very well, but our strategy is to buy and
hold. We don't tend to watch markets all day long."

"The reward for watching the screen all day long looking for that kind of opportunity is pretty limited. In
hindsight it was a pretty good opportunity, but too short to take advantage of." (For the Funds

Blog: blogs.reuters.com/fundshub; for Global Investing: here) (Additional reporting by Joel

Dimmock and Claire Milhench; Editing by Steve Orlofsky)

Financial crisis' chaos setting stage for bright ideas in money management

Firms find that advances made while digging out from global financial crisis are
bearing new fruit

Money managers' unending quest to build a better mousetrap is drawing inspiration from the global
financial crisis, with enhanced liquidity, more efficient beta and risk-focused dynamic asset allocation
among the themes driving the latest rounds of innovation.

Some market veterans say managers particularly hard hit by the crisis could enjoy some of the more
notable advances in coming years: “We're seeing a huge new wave of innovation in quantitative
management,” as quant firms integrate investment practices they've honed over the years with risk
management to produce “first-rate outcomes,” said Donald H. Putnam, San Francisco-based managing
partner with investment bank Grail Partners LLC.

That marriage of previously developed techniques and risk-management architecture amounts to a
“rebooting of quant,” after performance woes during the crisis bruised the reputations of a number of
firms, Mr. Putnam argued. He cited Conquest Capital Group LLC, Cantab Capital Partners LLP,
AlphaSimplex Group LLC, Windham Capital Management LLC and Ryan Labs Inc. as some of the quant
firms doing interesting work now.

Opinions on the outlook for broader industry innovation are more mixed.

Some observers expect near-term progress to prove incremental, after investors who adopted newer
strategies in the years leading up to 2007 — such as portable alpha — suffered badly when markets
imploded.

With investors still licking their wounds, “the innovation boat is unlikely to be pushed out too far”
over the next two or three years, concluded a June report commissioned by Principal Global Investors
and Citigroup. Pension clients may well set higher hurdles when evaluating new products, with more
stringent examinations of their risk-return profiles and insistence on “a strong overlay of human
judgment,” the report said.

Not true

“I don't think the crisis is throwing up much in the way of true innovation” compared — for example —
to how the introduction of derivatives set the stage for a decade or two of new approaches in
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constructing investment strategies, noted Andrew Kirton, Mercer LLC's London-based global chief
investment officer, investments.

Still, the uncertainties clouding the outlook for mainstream assets such as bonds are prompting
investors to think “laterally and broadly, and be more open to ideas than they were a number of years
ago,” he said.

For example, investors have proven more willing to adapt tried and true ideas to new markets, Mr.
Kirton said, pointing to the recent launch of “friendly” activist funds — as opposed to the arm-twisting
variety — targeting investments in cash-rich midcap and small-cap Japanese companies.

Investors have likewise been looking at a growing number of private debt vehicles launched to fill the
lending gap left by leverage-scarred banks, he said.

That interest is a sign of institutional investors being “much more nimble, trying to identify opportunities
as they arise, even if they don't fit cleanly into traditional buckets” such as hedge funds or traditional
private equity, said Erik Knutzen, ClO of investment consultant NEPC LLC in Cambridge, Mass.

Leo de Bever, CEO of Edmonton-based sovereign wealth fund Alberta Investment Management Corp.,
said that to earn above-market returns for the alpha portion of his C$68 billion (US$71 billion) fund,
AIMCo's staff is increasingly getting into the “messy” work of seeking out niche opportunities that
straddle traditional asset classes. As examples, he cited his team's pending investment in a Brazilian
barge company being launched to fill a need in the local economy that wasn't being served, and a
25,000-hectare land purchase in Australia connected with a government-sponsored tree-planting
program that had gone bankrupt and required a long workout period.

Some market veterans argue the recent crisis accelerated acceptance of previous rounds of innovation.
The continued rise of non-cap-weighted indexes as a means of getting more efficient market exposure is
one of a handful of trends driving change now, noted Ronald G. Layard-Liesching, founder of Bellevue,
Wash.-based Mountain Pacific Group LLC.

Jason Hsu, chief investment officer of Newport Beach, Calif.-based Research Affiliates LLC, said investors'
disappointment with the performance of their active managers in 2008 has helped stoke that interest,
bringing alternatives to capitalization-weighted indexes — a sector his firm's “fundamental indexes”
helped launch in 2004 — that much closer to the mainstream.

Those non-cap-weighted alternatives — for equity and increasingly for fixed-income indexes as well —
are “really flooding the market,” reaching a critical mass that will lead to a “fundamental shift in the
industry,” he argued.

Research Affiliates will introduce its own non-cap-weighted sovereign bond indexes later this year.

An alternative

In April, meanwhile, State Street Global Advisors launched an exchange-traded fund based on a non-
cap-weighted alternative for corporate credit, the SPDR Barclays Capital Issuer Scored Corporate Bond

index, which was based on research done by SSgA, said Kevin D. Anderson, the firm's London-based
global chief investment officer for fixed income and currency.



While maintaining the sector weightings of market-cap weighted indexes, the CISC index screens
potential constituents for inclusion, every six months, by criteria that include return on assets and
interest coverage — leaving the top 10 issuers with 3.5% of the index, compared with 22% for the cap-
weighted index. With the likely end of a decades-long credit rally looming, the need for investors to pay
more attention to the “idiosyncratic” risks of corporate bond issuers prompted the firm's research
efforts, Mr. Anderson said.

In addition to the rise of non-cap-weighted indexes, continued gains by “rules-based” investment
strategies, such as ETFs, at the expense of active managers is another important trend, said Mr.
Liesching. The most far-reaching changes, however, could result from the replacement of fixed asset
allocation policy portfolios with more dynamic, risk-driven approaches, he said.

That risk-focused approach requires a commitment to find “meaningful definitions of asset classes,”
noted Andre F. Perold, CIO of Boston-based outsourced CIO firm HighVista Strategies LLC. He called the
use of private equity or hedge funds as asset allocation categories “complete nonsense,” on par with
deciding to allocate a portion of one's portfolio to mutual funds.

However, defined, investors increasingly are looking for managers that can provide multiasset-class
capabilities and have a “solutions-driven type of discussion,” noted Barbara McKenzie, chief operating
officer with Principal Global Investors, Des Moines, lowa.

Executives with a number of firms, when asked about their newer offerings, talked about such
multiasset-class products.

Jeffrey Geller, a managing director with New York-based J.P. Morgan Asset Management and Americas
ClO of its global multiasset group, said his firm is establishing credit partnerships with clients that will
leave his team positioned to respond to dislocations as the environment evolves through a market
cycle.

Within these relationships, the group can allocate opportunistically in an environment where
opportunities often last too briefly for more traditional institutional investment processes to be
effective.

Early last year in the U.S., Morgan Stanley Alternative Investment Partners, a division of Morgan Stanley
Investment Management, began offering similar partnerships for the alternatives portion of institutional
portfolios. A dynamic opportunity set in that market segment has buoyed demand for more active
management of non-traditional allocations, noted Jacques Chappuis, a managing director and head of
AIP.

PERFORMANCE

Relief for beleaguered Conquest after 6% week

A STORMING FINAL WEEK OF February has reduced heavy YTD losses at New York-based Conquest
Capital’s managed futures fund by over six percentage points, seeing it finally surrender the dreaded

‘worst per- former’ tag at one well-known industry rankings list.

According to investor documents from HSBC Private Bank, the $258m Conquest Macro Fund was up
4.26% for the month as of 27 Feb, having been at -1.81% MTD seven days earlier.



The gain of 6.07 percentage points has now reduced its YTD losses from 15.80% as of 20 February to
10.60%, meaning it has been replaced at the top of HSBC’s Bottom 20 Funds of 2013 by Henderson
Global Investors’ European absolute return strategy.

Conquest Macro’s February gain would likely put it among the best performing funds in the industry last
month. Hedge Fund Research’s global daily index had the average hedge fund at 0.43% last month while
its HFRX Macro/CTA index fared worse still, posting a -0.09% return. t.griffiths@hfmweek.com

Fund bears lead the pack in volatile markets
By Sam Jones in London

Published: July 19 2010 22:58 | Last updated: July 19 2010 22:58

Bearish hedge fund managers are making their biggest gains since the collapse of Lehman Brothers.
Only a handful of hedge fund managers have made money in May and June, when many of the
industry’s biggest names were caught out by a sharp rise in market volatility.

Autonomy Capital, the $1.7bn macro fund run by former Lehman trader Robert Gibbins, is up 17 per
cent so far this year, according to an investor in the fund. The fund has profited from short positions
against the euro and European sovereign credit.

Other large funds to have done well include the $7bn BlueCrest Capital International, the flagship fund
of London-based BlueCrest, run by former JPMorgan trader Mike Platt. The fund, which focuses on
trading fixed income, was up 10.16 per cent as at 9 July, thanks largely to its bearish positions in
sovereign credit. Mr. Platt was not a believer in the global economic recovery, said a person familiar
with the fund.

The $500m Conquest macro fund was up 22 per cent as at the end of June thanks to its bearish outlook,
though it has given back around 7 percentage points this month.

GLG Partners’ $160m macro fund was another winner, up 8 per cent in May alone thanks to short
positions against so-called commodity currencies including the Australian and Canadian dollars.

The average hedge fund lost money in both May and June, according to Hedge Fund Research and is
down 0.21 per cent so far this year.

Macro funds — which aim to profit from shifts in the global economy — have been among the most
disappointing performers. The average macro hedge fund is down 1.16 per cent so far this year, in spite
of some of the biggest market opportunities in decades, according to traders.

Big macro funds such as Brevan Howard, Tudor Investment and Moore Capital have all seen lackluster or
negative returns. Brevan Howard, which manages $27bn and is Europe’s biggest hedge fund, is up 1.39
per cent so far this year, according to an investor after returns of 1.31 per cent in June.

Only dedicated short sellers — funds that only bet on falling prices — have fared well in May and June. On
average, they returned 3.6 per cent in June and 7 per cent in May amid declines in stock markets in
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Europe and the US. The strategy is still down 3.35 per cent on the year, however, and many managers
have yet to make back losses suffered in 2009.

BUSINESS NEWS
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Analysis: Hedge funds bank on a second-half jolt
Emily Chasan, Svea Herbst-Bayliss

8MINREAD

NEW YORK/BOSTON (Reuters) - The first half of the year was a tumultuous one on Wall Street, but just
going by the numbers it was a ho-hum period for most hedge funds with many managers posting flat to
slightly lower returns.

To date, the average hedge fund is down 1.45 percent, according to data released by Hennessee Group
LLC on Thursday. But compared to the 7.6 percent decline in the Standard & Poor’s 500, the lackluster
performance of the $1.6 trillion hedge fund industry doesn’t seem so shabby.

Still, for wealthy investors, pension funds and university endowments, all of which have come to expect
hedge fund managers to make money in both good and bad markets, simply posting smaller losses than
a benchmark index may not cut it.

And that means in the second-half of the year the pressure will be on managers, many of whom are still
trying to regain their investors’ confidence after a brutal 2008 that led to many fund liquidations, to end
2010 firmly in the black.

Even star managers like John Paulson whose investors celebrated his double digit returns in 2008 and
2007, may be feeling the heat. This year, Paulson’s flagship Paulson Advantage fund is down nearly 9
percent.

“A lot of funds rebounded last year from 2008, but if an investor is looking at them over a three-year-
period and they are flat this year, they’re not making money,” said Jayesh Punater, founder of Gravitas
Technology, which provides financial services to hedge funds.

The fear for many managers is that if they can’t turn things around in the second-half, investor
redemption requests could surge in December and reverse the trend of new money coming into the
industry.

Already, investors have sent roughly $24 billion into hedge funds in the first five months of 2010, about
the same amount they added in the last four months of 2009, according to data from TrimTabs.

To be sure, hedge fund managers had to navigate their way around a lot of obstacles and unforeseen
events in the first six-months of the year.

Concerns about Europe’s sovereign debt, the impact of financial regulatory reform on bank earnings, the
potential for a double-dip recession and the still unexplained reasons for the May 6 flash crash all have
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played havoc with various investing strategies. The first-half has been a particularly rough one for funds
focused on pro-growth, global macro and currency strategies.

“The noise quotient in the market has been very high this year and it is hard to make money when there
is that amount of underlying volatility,” said Jason Bonanca, head of strategy and research for hedge
fund MKP Capital Management in New York.

FLAT IS THE NEW UP (AGAIN)

But ultimately managers, who are often paid a 2 percent management fee and take 20 percent of annual
profits, will have to justify those high fees with returns to their investors, who might have made more in
a bank account even in times of low interest rates.

“People who are flat are not going to be happy but given all the headwinds that you’ve seen this year,
what’s important is they haven’t lost their capital,” said Robin Lowe, head of equity hedge for the United
States and Europe at Man Group (EMG.L). “This industry’s about long term capital growth, and that also
means capital preservation... If you are flat to slightly positive on the year and indexes are down around
10 percent, that’s a pretty good outcome.”

WHAT WORKED
Still, some strategies have found positive territory.

Investors who bet on corporate debt have fared better than most, as fixed income funds were up 5.69
percent in the first half, according to numbers released by the Hennessee Group.

Distressed investing also fared well in the first half of 2010, with distressed global security funds up 6.86
percent on average through June, according to data from HSBC Private Bank.

But some experts feel those strategies have run their course and forecast that investors will put their
money into other strategies, favoring managers who select stocks, bet on big events like mergers and
get the global bets on currencies and interest rates right.

“The hottest strategies right now are event driven, equity long short and global macro,” said Carrie
McCabe, who founded Lasair Capital after running Blackstone Alternative Asset Management and FRM
Americas.

While global macro funds on average are flat according to Hennessee, several macro-oriented funds
have seen out-sized returns.

Autonomy Capital which oversees about $1 billion, is up 17 percent since January after gaining 3.6
percent in June, people familiar with the fund’s returns said. New York-based hedge fund Conquest
Capital Group’s macro fund is up more than 20 percent this year, making it the top performing fund
tracked by HSBC so far this year.

Conquest, which manages $765 million in assets and also performed well in 2008, says its short-term
trading strategy for futures and currency is designed to outperform in periods of high volatility. The
fund, founded by UBS veteran Marc Malek, managed to take profits as markets were collapsing during
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the flash crash, and also benefited from bets made to capture further stock market declines in May
and declines on the Euro and British Pound in the first half of the year, it said.

“This is really a great time to be in macro — this amount of imbalance is what generates returns over
the long haul,” said MKP’s Bonanca.

On the event-driven side, James Dinan’s York Capital has gained roughly 25 percent over the last 12
months, people familiar with the $14 billion New York-based fund’s performance said. Part of the reason
event-oriented managers could deliver big gains in the second half of the year is that worldwide growth
hasn’t picked up as quickly as many had expected, leaving companies ready to grow by acquisition.

INVESTORS TAKE A SECOND LOOK

In spite of the flat returns, demand for hedge funds has actually grown again since the financial crisis
and is expected to pick up more in the second half of the year and into early 2011, investors and
industry analysts said.

“These days investors are asking themselves where do you put your money? Cash yields you nothing
and real estate is not doing particularly well either,” said Lasair's McCabe. “That leaves stocks and hedge
funds,” she said.

As investors scout for investments, they will have plenty of new managers to choose from as a bevy of
industry veterans are spinning out of their old firms to launch their own.

“Quite a lot of managers are leaving their firms and going out on their own and at the banks a lot of
people are concerned about the Volcker role and hence are looking to open their own shops,” Gravitas’
Punater said, noting most recent launches have been in the $100 million to $500 million range, while a
handful of new managers have raised over $1 billion.

But the question remains how much money these relative newcomers will be able to raise. Some
industry analysts said that in uncertain times they would prefer to go with blue-chip managers who
boast a longer track record and have weathered storms before.

“I' like having money with people who have been through changing times before,” McCabe said.

Reporting by Emily Chasan and Svea Herbst-Bayliss
Our Standards:The Thomson Reuters Trust Principles.
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HEDGE FUNDS COULD BE in for a bad year, because the European sovereign-debt crisis and recent
"flash crash" have revived risk aversion. So says Marc Malek, managing partner of Conquest Macro
Fund, a commodities trader running $500 million.

"We're not necessarily looking for a repeat of 2008, but the problems both in Europe and America are
so large that they cannot be ignored," says Malek, 40. "I'm one of the ones who believe we are
headed for a double-d

So far, the data back him up. Hedge funds will likely finish the first half of 2010 this week with
virtually zero returns, giving up gains made earlier in the year, says Ken Heinz, president of Hedge
Fund Research. HFR's composite Hedge Fund Index gained 0.86% as of May 31, compared with the
Standard & Poor's 500's loss of 1.49% over the same span.

Malek's Conquest Macro Fund was up 19% as of May 31, thanks to strong foreign-exchange profits.
Macro funds generally were off 0.59%, according to HFR.

Risk appetite has diminished across the globe as more economies have faltered, a fact that hedge
funds—with their heavy market exposures—seemed ill-prepared for. Says Malek: "There's increased
concern about any default's effect on nascent recovery." And with hedge-fund performance also
faltering, Malek says that the current fee structure of 2% of assets and 20% of gains is a "rip-off" of
pension funds and wealthy investors: The hedge funds are not living up to their mandate to make
money in all markets, even risk-averse ones.

Conquest Macro runs a risk index published by Bloomberg that gave a strong indication of rising risk
aversion back in May, when the flash crash occurred. Risk-seeking has been mostly the rule since
December 2008, says Malek.

The flash crash also offered an ominous view of modern systems trading. Most of the trading done on
the major exchanges follows algorithmic patterns set up by proprietary-trading desks. Each system
uses its own circuit breakers, and shuts down at the first sign of trouble. Simultaneous shutdowns,
says Malek, will cause more flash crashes.

There were some hedge funds that performed strongly in 2009: those that invested to profit from
credit improvement and the increasing flow of deal transactions, a trend that continued into 2010.
First-half winners in this topsy-turvy environment included special-situation funds. HFR's private
issue/Reg D offerings rose 7.13% through May 31. Distress- and restructuring-focused funds rose
4.73% through May 31. Surprisingly, short-biased funds lost 5.67%.

HFR's Heinz notes that bigger funds showed slightly higher average returns. Bigger funds also
benefitted from investors' risk aversion: They're viewed as more established—and safer.

One standout performer was long-short fund Senvest Partners, with assets of $250 million and a 20%
gain through May 31. Richard Mashaal, portfolio manager, says Senvest invested in tech stocks

like SanDisk (ticker: SNDK) and Radware (RDWR), and mortgage insurers, such as Genworth

Financial (GNW). "We've done pretty well taking the other side of the fear trade," says Mashaal. "The
trick is not to get too greedy." A particularly astute purchase was Royal Bank of Scotland $25 (RBS.M)


http://barrons.com/quote/stock/sndk
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https://barrons.com/quote/GNW
https://barrons.com/quote/GNW

preferred shares, bought for about $8 each in the dark days, and tendered for $14 in April. Mashaal says
he also has started investing in shares of Banco Santander (STD).
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Les banquiers et financiers libanais

de LIFE aTl'assaut des Etats-Ums

S.Iﬁﬂl Aprés Londres, Dubai, Paris, Beymu(h et Geneve, la Lebanese
International Finance Executives (LIFE), une puissante plate-forme d'entraide
groupant toute la diaspora libanaise du monde de la banque et de la finance vient de
lancer sa nouvelle opération new-yorkaise sous la houlette de Marc Malek.
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Spotligh_t: ,

commoditised beta strategy?
And should investors pay 2/20
for it?

In 2004, Malek coined the
term “exotic beta” to describe
a persistence of behaviour in a
number of hedge fund strat-
egies, notably among longer-
term trend-following CTAs.
“Smart beta” and “alternative
beta” have since joined the
lexicon.

In the course of developing
more models and considering
improvements to Conquest’s
flagship Macro CTA strategy,
Malek was examining its long-
term trend component.

‘While believing that longer
term trend-following was
a great diversifier, Malek
concluded it was not what is
typically considered an alpha
strategy. Cross-correlation anal-
ysis on each area of hedge funds
revealed something he recalls
was “quite stunning”.

“All these strategies sold
themselves as alpha strategies,”
he says. “But if they were all
really alpha strategies then
you would expect very little
cross-correlations among the
managers.”

What Conquest found was
the opposite. And one sector
of hedge funds that had the
highest cross-correlations was
trend-following CTAs.

Malek says the correlation
analysis indicated that the best

u
Conquest Capital §F=

Conquest Capital's trend “index fund” pioneer
Marc Malek discusses the commoditisation of
trend-following, and how analysis of market
risk appetite has helped his firm return to the
top of the short-term trading league tables

t will be ten years in June since Marc Malek’s
New York-based Conquest Capital launched its
CTA replication program, Conquest Managed
Futures Select (MFS).

MEFS was one of the first in a slew of such prod-
ucts that have since come to the market, particu-
larly in the "40 Act space recently. And Malek’s
approach, to develop an “index fund” of trend-fol-
lowing, pre-empted a debate that has come to the
fore in recent years: is trend-following largely a

the short-term trading space,
where there were more options
to trade. And he saw an oppor-
tunity to differentiate Conquest
from his competitors, by making
Conquest Macro a strictly short-term strategy.

“I came to the conclusion that in order to differ-
entiate ourselves, what we were going to do was to
jettison the long-term trend-following component
of what we did; given that I thought it was mostly
exotic beta and that people could get it in a differ-
ent, more efficient way.”

Malek’s conclusions were summarised in a paper
that came across the desk of one of the largest Ivy
League universities. They agreed with the premise
and approached Conquest in early 2004 about
starting a fund. But with three conditions.

One was that it had to be completely non-op-
timised: freely delivering trend-following beta.

It also had to be 100% transparent, so no “black
box”. It had to have a flat management fee with no
incentive fee. And more importantly, says Malek, it
had to deliver the CTA space to them.




“It was an interesting exercise for us; not a great
money generator at the time but nevertheless,
from an intellectual level, an interesting exercise.”

Hedge fund replication

In 2004, few were talking about hedge fund repli-
cation. Mount Lucas Management had developed
amoving average futures index in the late 80s, and
Bridgewater had been publishing research in the
area. But Conquest was a pioneer in delivering a
mechanical trading replication fund.

Malek says there are two broad schools of
thought on how to do this. Conquest’s approach
was that in order to replicate the performance of
hedge funds, you have to replicate the process by
which they trade.

Malek says the other approach, adopted by many
banks in 2007 in a wave of product launches, is to
use techniques such as factor modelling or pay-off
distribution to replicate the returns themselves.

“The problem with that is the endeavour of
replicating the returns is very unstable,” he says. “It
might work well in long stretches of risk-seeking or
risk averse markets; however, it completely disinte-
grates when markets are going through changes
from one environment to another. It is just simply
not fast enough to factor in those changes.”

Malek adds: “And unfortunately for banks, 2008
came right on the back of these products, and they
all got pretty much blown out of the water.”

To replicate the CTA industry by process, Con-
quest adopted trend-following, as the dominant
strategy of the sector.

“And we opted for breakout strategies because
mathematically it was a more elegant solution,”
he says. “But essentially the process is inter-
changeable; you can use any trend-following
technique.”

Congquest selected a range of 55 markets to trade,
based on a survey of 20 of the largest CTAs, using
an average of their sector allocations and most
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commonly used markets, while also maintaining
some geographical diversification. But rather than
adopting the 30- to 60-day breakout lengths used
by most CTAs in the study, Conquest incorporated
time frame diversification into MFS, with support
from the university endowment.

As Conquest was looking at time frame diversi-
fication, its analysis for breakout strategies ranged
from two or three-day breakouts at the low end to

I’m not saying there is no alpha. | think
there is. It’s just not as prevalent as

people think. To a large extent what
hedge funds have done is alternative
beta and charged alpha prices for it

a 200-day breakout at the high end.

Malek says figuring out how many different time
frames the program would trade was simple as
the endowment was taking a $50m account. And
the maximum number of strategies that could be
traded to minimise the slippage between a $50m
portfolio and a $500m portfolio came to 20, he
says.

Congquest initially thought of using equal
settings, five days apart. But analysis showed that
the correlation between the timeframes was not
linear. The correlation between a five-day and
six-day breakout was a lot less than six to seven,
and became almost identical at the 30- or 40-day
breakout timeframe.

Conquest instead settled on logarithmic spacing
to avoid the unintended result of equal settings
creating a portfolio that was not truly diversified
across timeframes, but more heavily correlated
with long-term trend-followers.

__CONQU EST MANAGED FUTURES SELECT VAMI : Among the 20 MFS strategies, around one third

use breakouts under 20 days, around one quarter

2000
—— Conquest MFS

between 20 and 60 days, and the remainder are
longer term.

1500

— Barclay CTA Index “Since we launched MFS it has done very well
——— S&P500 M compared to the CTA indices. And it has had a very
A /\f consistent 70% to 80% correlation to these indices,”
W says Malek.

New school/old school style-drift
‘While correlations among trend-followers remains
high, Malek is among many commentators to

1000 %= W

observe a divergence in approaches.

“If you look at the trend-following industry
from the beginning in the 1970s to the early and
mid-2000s, it was all a very homogeneous space.
Everyone was doing the same thing,” he says. “But

500

starting in the mid-2000s, we started to see some

P PP S PR RO RN NS DA bifurcation into what I call the old school CTAs,

‘,\@3’ AP \'\a\; )’0« ® \'\")\y & e® \'\")\; v ® \'\"ﬁ NPT ?9( and the new school CTAs.”

Source: BarclayHedge, S&P and Conquest Capital

The reason, Malek says, is twofold. In order to
lower the volatility of their returns a lot of the “new
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school” CTAs have essentially started employing
more frequent adjustment of their positions based
on the volatility of the markets that they trade.

“But the cost of it is in periods of high volatility
in the market, where I believe CTAs tend to do very
well,” he says. “These guys are essentially giving up
their edge because given the high volatility they
will have very little position in the market and
underperform.”

Malek says even in 2008, a stellar year for CTAs,
there were big differences in performance. MFS
returned 51.9% during that year, including a 24.9%
gain in October, when Lehman blew up. Others
had equally good results. But Malek says because
volatility had expanded so much during the year,
some CTAs went into the last quarter with almost
no positions and as a result didn’t take “full advan-
tage” of the volatility that happened.

“The way I see it is CTAs are a strategy that people
associate more with tail risk protection and diver-
sification. In risk-seeking environments there are
many other hedge fund strategies that do better
than CTAs do.

“To me it’s inconceivable that you have an invest-
ment in a CTA where you don’t take full advantage
of the tail events that happen.

“They happen very infrequently but this is where
CTAs can add a lot of value.”

Another area that Malek finds “disconcerting” is
the addition by some CTAs of long risk strategies
such as FX carry. He says those CTAs can look com-
paratively “very good” in risk-seeking periods.

But, he adds: “It’s really because of the style drift
by adding these long risk exposures.”

Malek says Conquest has had many discussions
with clients about the possibility of including a
long risk component to its programs. “It makes
sense from a portfolio theory perspective,” he says.
“Because you're taking two uncorrelated assets with
positive expectancy and putting them together.”

But he adds: “If individual CTAs start taking
it upon themselves to improve their returns by
adding that long risk, they are not only stepping
on the toes of the portfolio they are in, the other
strategies; they are also for the future providing a
less clear stream of returns depending upon what
happens in the market.”

Malek says FX carry, for example, is a strategy
that most of the time gets “really hurt” in risk
averse periods.

Since Conquest MFS was launched, many lower
cost trend-following, or core-momentum beta
products, have entered the marketplace, particu-
larly in recent years, either from existing CTA man-
agers seeking to diversify their business, or new
entrants to the space.

Malek welcomes the competition. “This is what
I've been advocating for over ten years now,” he
says. “I'm not saying there is no alpha. I think there
is alpha. It’s just not as prevalent as people think.

“I think to a large extent what hedge funds have
done is alternative beta to the market and charged
alpha prices for it,” he explains. “What we are try-
ing to do is separate these two: let’s call beta, ‘beta’,
and let’s call alpha, ‘alpha’.

FROM WAR GAMES TO WALL STREET

Conquest Capital Group was co-founded in 2001 by Marc Malek, a former
worldwide head of the exotic FX derivatives group at UBS.

Born in Lebanon, Malek was sent to the US in the late 1980s by his parents
to escape the prolonged civil war that had occupied most of his childhood.
He graduated with a degree in Mathematics from Reed College in Oregon
and a degree in engineering and applied science from California Institute of
Technology (Caltech).

‘While at Caltech, he did extensive research on neural networks and was
awarded a grant from the Pentagon to conduct “scenario analysis” research
with computer-based decision systems, which involved optimising the loca-
tions of tanks on battlefields.

It was suggested to him that the same analysis could be applied to the
financial markets, and his resulting published report landed him a job at
Solomon Brothers in 1992 as a financial analyst. He passed up an offer to join
Oracle, a then emerging tech company, to join the Wall Street bank.

In 1993, Malek was hired by KB Currency Advisors, a $400m hedge fund
and financial advisor, where he traded currency options and worked on
developing proprietary trend-following systems.

Malek joined UBS in 1995, where he held senior level positions among its
FX desks in New York, Tokyo and London, rising to become executive direc-
tor in charge of FX proprietary trading in Europe.

In 1999, he left the bank to go it alone and was a principal of Avalon Asset
Management and Enterprise Asset Management until co-founding Conquest
in 2001 with Richard Silver, a former UBS head of foreign exchange Asia and
global head of proprietary trading.

Silver was to sell his membership interest in Conquest in 2007, and Proctor
Investment Manager, a then $8bn private equity firm, purchased a 17.5%
equity stake. Proctor remains a silent partner to this day.

“I think as this idea develops and increases in
acceptance then ultimately the result will be that
investors will see that the majority of hedge funds,
not just CTAs, will have to lower their fees to be
closer to the beta level because they just don’t have
alpha.”

He thinks the differentiator in these new prod-
ucts will come as much from the process of doing
trend-following as the fees they charge, which he
says is still “in flux”, ranging from 1/10 to a simple
70bps management fee, or lower.

And for the funds that do have real alpha, Malek
thinks the price of that alpha is “going to go up sig-
nificantly”. Conquest MFS, like Macro, is currently
offered through managed accounts or an offshore
fund.

So has Malek got plans to launch a version of MFS
in a '40 Act wrapper, to make it available to retail
investors? He says Conquest is in discussions with a
potential partner with a view to a launch later this
year.

“The models are ready and the systems are ready,
it’s just the legal wrapper that sometimes can take
longer than anticipated,” he says.

Conquest Macro

As short-term traders made an explosive start to
2014, Conquest stood out at the top of the league
tables with a 13.1% return in January.

Conquest Capital’s flagship Macro program had
endured a dismal 2012, and stuttered again at the
start of 2013. But improvements to the systematic
program, implemented in February last year, have




seen it perform better in the prevailing risk-seek-
ing environment, delivering an estimated 18.6%
return in the 12 months to the end of Ql.

The difference in performance by hedge funds
in risk-seeking regimes and periods of market risk
aversion is a research area Conquest has long been
occupied with. A 2005 Conquest study found a
strong relationship between market risk appetite
and performance, with hedge funds performing
significantly better under risk-seeking regimes.

The study led to the creation of the Conquest
Risk Aversion Index, now published on Bloomberg,
which offers a prism through which to analyse
the returns of investments in the different market
environments, and a tool that can be used to tailor
asset allocations and trading.

“For the longest time most of the research in
Conquest Macro has been dedicated to how we can
improve our performance in risk-seeking periods,”
explains Malek.

“We never had any issues generating very large
amounts of profit in risk averse periods. The one
question we been working on for the past seven
or eight years, if not more, is: ‘How can we keep
our returns the same in risk averse periods, while
improving them in risk-seeking periods?’”

The marked improvement in the past 12 months
has been the result of incorporating more of the
analysis on risk environment into how Conquest
allocates capital and risk among its different strate-
gies, says Malek.

“We took down some of our strongest biases
for risk averse performance to get more dynamic,
based on the risk environment,” he explains.

Malek says he views market risk appetite as
spending about 70% of time risk-seeking, and
about 30% of the time being risk averse.

“What I believe we have today is a strategy that
will still return 30%-plus annualised in risk averse
periods, but will return somewhere between 5% to
10% in risk-seeking periods,” he says.

“So going forward I think we should be, in
normal market conditions, about a 15% average
annual strategy. But more importantly, the bulk of
that return will come from risk averse periods. So
we will be an absolute return strategy with a very
strong portfolio benefit as well.”

While Conquest’s assets peaked at nearly $1bn in
2011, like many CTAs it has suffered from outflows
in recent years.

As of 1 May the firm was managing around
$280m, roughly split across its two core strategies:

It’s up to the investor to decide
whether we’re going to be

in a volatile period or non-
volatile period and decide what
investment is best for them then
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Conquest Macro, which is offered at 2/20 fees, and
the lower cost Conquest MFS.

Malek says Conquest’s current investors are
its oldest and largest, including the university
endowment, who have been clients for more than
ten years. Other investors were lost due to “perfor-
mance, the liquidity and nature of what we do”. He
adds that Conquest also has quite a large chunk of
“seasonal investors”.

“When the VIX goes below 15 and stays there for
a couple of months they redeem, and when the
VIX goes above 20 and stays there for a couple of
months they come back,” he says.

Malek says Macro’s mandate is to be an abso-
lute return strategy and to achieve the most of
its returns in periods of risk aversion. It consists
of four independent strategies: short-term long
volatility, trend-following and counter-trend
strategies, and a risk capture strategy.

“One way to look at it is an alternative to short
sellers. If you compared Conquest Macro to
short-sellers you see it’s done a much better job,’
he says.

MEFS, meanwhile, is designed to be the “purest,
most efficient way to capture trend-following,” he
explains.

He says Conquest aims to make both the Macro
and MFS the best they can be within their cate-
gories, but adds: “It’s up to the investor to decide
whether we're going to be in a volatile period or
non-volatile period and decide what investment is
best for them then.”

The core programs will soon be joined by a “best
ideas” all-weather product that Malek reveals Con-
quest has been developing to launch later this year.

“This is one investment that you don’t have to
think of what risk environment you're in. This
is just an absolute return strategy. And it should
stand the comparison to any investment over the
same period.”

He says it will combine many sub-strategies that
Conquest has been working on in the past few
years and be offered as a traditional 2/20 institu-
tional product.

So what of Conquest’s prospects for the future?
Malek says the last five years have been “horren-
dous” for trend-following as well as many other
trading strategies, in large part due to “unprec-
edented” central bank interventions. But it’s not
something that can go on forever, Malek says.

“I feel we're closer to the end of this tunnel
than we are in the middle of it,” he says. “We have
moved from an easing bias of the Fed to a tighten-
ing bias. I can see hope in that action; that we are
on our way back to more normal market function.

“Given the changes that have happened in
the last five years, where so many people exited
the fixed income world, where so many people
exited a lot of the trading strategies, as we come
back to normal we can see an environment with
a higher level of volatility than the one we left
five years ago.

“And I think that can only be very good for

whoever is still standing when that volatility comes
back.”
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